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You Get 


~Oklahoma Gas and A Yield of About 9% 


; In Cash and Stock Dividends 
Electric Company From This Strong Security 


The large net earnings of Cities Serv- 


‘ — d +1 ice Company makes its Common Stock 
is the largest electric and gas util- a security you can safely buy and 


ity in Oklahoma—now the fifth keep. And you get, if you buy at its 
State in total value of crop produc- present price, a yield of about 9% in 
stan. cash and stock dividends. 

This substantial yield is protected by 
Gross earnings have increased 265% an ample and growing margin of earn-- 
and net earnings 274% in the last ings obtained from more than 100 
10 yenre~tat for the 12 snosthe public utility and petroleum subsidiary 


. ‘ companies. 
ended Jan. 31, 1926, shows a gain Annual earnings available for Cities 
of nearly 18%. 


Service Common Stock and reserves 
have never fallen below 13% in the 
Copy of annual report, just issued last 10 pos. Total _ assets of the 

ante ia Cities Service organization have stead- 
ily increased until they now exceed 


$550,000,000. | 
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THOMAS GIBSON’S MONTHLY FORECAST 


OF 


Security Market, General Business 
AND 


Economic Conditions and Prospects 


T HE Monthly Forecast for March has been prepared with the particular 
intention of providing a concrete but comprehensive basis from which an 
intelligent starting point for the year 1926 may be secured now that the pre- 
dicted market reaction has taken place. In order to accomplish this, it has 
been necessary to examine the prinicpal fundamentals which have a bearing 
on general business and consequently on security values and prices. These 
factors are clearly and simply discused under various heads, as follows: 


NEW CONSTRUCTION CREDIT SITUATION . TECHNICAL CONDITIONS 
RAILROAD SECURITIES INDEXES OF TRADE INDUSTRIAL SECURITIES 
PUBLIC UTILITY SECURITIES EUROPEAN COMPETITION 


For further information address 


THOMAS GIBSON “WY oggamsce 
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All of these Bonds having been sold, this advertisement appears as a matter of record only. 


vYEW ISSUE 


$20,000,000 
mpire Gas and Fuel Company 


(DELAWARE) 


First and Refunding Gold Bonds, 612% Series, due 1941 
(Now First Mortgage and First Collateral Lien) 
With Stock Purchase Warrants Attached 


Price 97/2 and interest, yielding over 6.15% 


Dated April 1, 1926. Due April 1, 1941. 


Interest payable April 1 and October 1 at the office of Halsey, Stuart & Co., Inc., Chicago, and 


at the office or agency of the Company in New York City without deduction for any Federal Income Tax now or hereafter deductible at the 


source not in excess of 2%. 


Coupon bonds in interchangeable denominations of $1,000, $500 and $100. 
resident holders of this ser ies of bonds upon proper request within sixty 


The Company agrees to reimburse 


days for the Pennsylvania and Connecticut four 


after payment, 


mills tax and for the Massachusetts income tax on the interest not exceeding six per cent per annum. 


These $20,000,000 of bonds will carry warrants entitling the holders to purchase Common Stock of Cities 
Service Company of the present par value in the proportion of 20 shares per $1,000 bond at $46 per share 
during 1926, or at $50 per share during 1927, or at $54 per share during 1928, at any time after thirty 
days’ notice by the holder of such bond of his election to exercise said right, provided not more than $6,000,- 
000 principal amount of bonds may exercise such right in any one calendar year and provided that the bond 
must accompany the warrant to retain this right, all as set forth in said warrant, 


Mr. Henry L. Doherty, President of the Company, has furnished the following information: 


The Company: Empire Gas and Fuel Company (Delaware) 
and its subsidiaries is one of the important producers of high grade 
refinable crude oil in the United States, and it also owns and 
operates a very extensive and successful natural gas system. Its 
oil properties are located in what is known as the Mid-Continent 
Field in the states of Kansas, Oklahoma and Texas, and the 
natural gas business is conducted principally in the states of 
Kansas, Oklahoma and Missouri. 


Security: These bonds, together with the bonds of other 
series to be outstanding, will, in the opinion of counsel, be se- 
cured (subject to existing and future pledges of oil in storage and 
subject to purchase money and existing liens on property hereafter 
acquired) by a first mortgage on all of the fixed properties now 
owned or hereafter acquired by the parent Company, and by a 
first lien upon all of the stocks of the subsidiaries owned by the 
parent Company. The natural gas properties may be released from 
the lien of the Trust Indenture upon conditions as therein stated. 


Earnings: The net earnings available for bond interest, before 
reserves for depletion and depreciation for the three years ended 
November 30, 1925, after adjustment of crude oil inventories to 
conform to the method of valuation adopted December 1, 1924, 
and after elimination of interest on indebtedness to be retired by 
this financing, or to be cancelled, as certified by independent audi- 
tors, averaged $11,706,987 annually. The Company reports such 
earnings for the 12 months ended January 31, 1926, as 


$16,493,231. The net effect of such adjustments increased the 
three year average figure by $196,499. The amount for the twelve 
months ended January 31, 1926 was increased $1,226,860 by 
elimination of interest charges. The annual interest requirements 
on all bonds to be outstanding with the public, will be $4,375,000. 

The consolidated balance sheet of the Company as of January 
31, 1926, after giving effect to the increase in working capital re- 
sulting from the sale of these bonds, shows current assets of $25,- 
525,281 including cash of $8,299,726, as compared with current 
liabilities of $7,809,932. 


Sinking Fund: The Company obligates itself to provide a sink- 
ing fund, operating quarterly, beginning October 1, 1926, through 
Halsey, Stuart & Co., Inc., for the retirement of bonds of the 
612% Series, due 1941, at the annual rate of at least $1,000,000, 
by the purchase of bonds in the market at up to and including the 
prevailing call price or by call by lot at such call price. The Com- 
pany will have the right to anticipate this sinking fund obligation. 


Management: Empire Gas and Fuel Company (Delaware) 
is the largest subsidiary of Cities Service Company, which has over 
77,000 holders of its outstanding stocks. These stocks, based on 
current quotations, have a total indicated market value of over 
$200,000,000. The management of Empire Gas and Fuel Com- 
pany is supervised (under the direction and control of the Board 
of Directors of the Company) by Henry L. Doherty & Company. 


A circular fully descriptive of this issue will “be sent upon request 


Halsey, Stuart & Co. 


Incorporated 


Hallgarten & Co. 


E. H. Rollins & Sons 
Paine, Webber & Co. 
Anglo London Paris Company 


These bonds are offered for delivery when, 
pected that temporary bonds or interim receipts of H 
be ready for delivery at the office of Halsey, Stuart & Co., 
them in the purchase of this security. 


New York, March 25, 1926. 


Cassatt & Co. 
Henry L. Doherty & Co. 


as and if issued and accepted by us and subject to approval of counsel. 
Ts Stuart & Co., 


Inc., on or about April 13, 
or are based on information which we regard as reliable and while we do not 


Spencer Trask & Co. 
A. B. Leach & Co., Inc. 
Second Ward Securities Co. 


It is ex- 
later exchangeable for definitive bonds, will 
1926. All statements herein are official 
guarantee them we ourselves have relied upon 


Inc., 
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~The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as 8 long | as s it clings Ld this ‘ideal it it can count spon _ the Support _ a the investing publie. 
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The Trend of Things 


| @ Current business continues at a high seasonal rate. The last weekly car 
| loadings approached the million mark and reached the highest figure on 
| record for this time of year. Bank clearings continue high and business 
failures are unusually low. ‘The near term business prospect is favorable 
and the longer range will depend on new construction and crops; 


€ Commodity prices continue their decline. This is quite adverse to most 
industrial companies and quite favorable to the rails and public utilities 
as well as to lower interest rates and bond prices. While business vol- 


ume promises to be good the industrial profit margin and net earning 
outlook is not so good; 


| @ The credit situation is becoming better and prospects for a decline in in- 
terest rates over the long term are becoming more clearly defined. ‘There 


is no credit strain and ample capital is available for legitimate business. 
There is no prospect of any credit strain; 


@ Stock prices continue to reflect the inevitable readjustment to value. The 
frequent advice to get rid of overvalued and over manipulated stocks 
has proved profitable to those who followed it. Those who hold invest- 
ment securities have nothing to worry about. 


HE current business situation con- ing and bank clearing reports. General future. 
tinues highly satisfactory from the business appears to be at a higher level 
standpoint of volume of business. than at this time last year and there is no 
This is clearly reflected in recent car load- prospect of any great recession in the near 





A great deal will depend on how 
well new construction activity holds up and 
for the last half of the year on the crops. 

There has been little speculation or in- 
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flation in business and therefore the need 
for any drastic corrective is absent. While 
prospects are excellent for a good volume 
of business, it does not by any means fol- 
low that the industrial net earnings de- 
rived therefrom will be as satisfactory as 
those of 1925. This is because of the ad- 
verse influence of declining commodity 
prices on industrial and manufacturing 
profits. Unquestionably 1925 was a really 
prosperous year. A compilation of net 
earnings reported shows this as well as the 
very high rate of income tax collections. 
It is possible that the total volume of busi- 
ness in 1926 will be about the same as that 
of 1925. It is not so probable that net 
earnings will be quite as satisfactory. 

The stock market is beginning to dis- 
count this adverse net earning possibility. 
Naturally enough declines are severest in 
the stocks that enjoyed the greatst specula- 
tive advance and there is no prospect that 
these declines are over. 
selling high based on the 


Stocks that were 
good net realized 
in 1925 obviously must go lower if 1926 
net proves less satisfactory. It is impos- 
sible to trace such a trend in the conflicting 
day to day price movements, but as time 
goes on it will become clearer and clearer 
that we are leaving a speculative market 
and entering an investment market. 
x * * 


@ The Business Prospect 
* * x 

T is becoming increasingly clear that 

volume of business is holding up re- 
markably well and promises to continue 
doing so for the near term future. If 
new construction activity is maintained at 
a high rate and if good crops are har- 
vested the total volume of business in 
1926 should compare favorably with that 
of 1925. 
prices 


On the other hand commodity 
tending to decline and this 
spells an adverse fundamental in the out- 
look for industrial profits. It is a ques- 
tion as to whether industrial efficiency can 
be sufficiently increased to offset declin- 
ing commodity prices. In other words the 
volume of business promises to continue 
at a substantial rate. The net earnings 
resulting may be less satisfactory. 
x * x 


@ The Credit Situation 


ee 


are 


URTHER reduction in collateral loans, 

continuance of hand to mouth buying 
and low inventories and the full employ- 
ment of labor at good wages all tend to 
make the credit situation easy. The long 
term prospect for lower interest rates is 
very clearly defined. The advance in call 
money rates during the past week was 
attributed to the calling of loans. It is 
presumed that these loans were called be- 
cause the bankers were not satisfied with 
the collateral behind them and it is un- 
derstood that much of it represented pool 
operations in industrial specialty stocks. 
For some time the banks have been dis- 
criminating against industrial collateral and 
in favor of railroad collateral. The funds 
thus released will seek employment in more 
conservative channels. They are simply 
added to the capital seeking investment. 
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The weakness (relatively slight) in the 
bond market during the past week must 
be ascribed to necessitous selling on the 
part of speculators who (as is frequently 
the case) sell strong securities to protect 
weak ones. It can be regarded as a tem- 
porary movement. The long term pros- 
pect for bond prices continues highly fav- 


orable. There is no sign of a credit 


strain and none is in prospect. 
* * * 


@ European Affairs 
xk *k * 


FFAIRS abroad have taken a less 

favorable turn. The decline in the 
French and Belgian france are indicative 
of the lack of progress being made toward 
real stabilization of financial conditions. 
Political considerations are still given 
precedence over sound economic thought. 
Until France, for instance, balances her 
budget and quits the emission of paper 
irancs and internal bonds payable therein 
no stability for her currency is in sight. 
This does not mean that the European sit- 
uation is hopeless—far from it, but it does 
mean that more and more time is elapsing 
with no definite progress to report on a 
restoration of financial stability which 
must precede a restoration of prosperity. 


@ The Railroads 


x * © 


ARLY February earning reports of 

the railroads are quite satisfactory. 
It appears probable that the net for that 
month should at least equal that of Feb- 
ruary, 1925. The car loadings that go to 
make up the March gross earnings have 
shown a good increase over the same 
weeks of the previous year and with 
anthracite moving in volume in that month 
the earnings of the hard coal carriers will 
pick up sharply. With these important 
roads operating at a profit instead of at a 
loss it is highly probable that the railroad 
net for the months starting with March 
will show a good gain over the same 
months last year at least through June. 
The railroads are, of course, favorably af- 
fected by declining commodity prices as 
their freight rates are fixed. They may 
even be favorably affected from the stand- 
point of increased traffic if industrial com- 
panies try to offset declining profit mar- 
gin by larger output. 1 

x * x 


@ The Securities Outlook 
x * x 

NOTHER sharp decline in stock 

prices took place last week, which 
carried the industrial division to lower 
levels than those recorded March third, 
but left the railroad average above its 
Jow price of that date. Railroad stocks 
recovered more sharply than did the in- 
dustrials after the March 3 decline cul- 
minated and have held their gains better. 
This is to be expected, first, because the 
rails were not overmanipulated and, sec- 
ond, because the very fundamental, i.e., 
commodity price outlook, which is favor- 
able to the rails is unfavorable to most 
industrial companies. To give some idea 


of what has happened in this very mixed - 


market more than 200 industrial stocks 


reached new low prices for the year dur. 
ing the past week, while but three rajj 
stocks did so. It is becoming more and 
more apparent that we are leaving q4 
speculative market and entering an jp. 
vestment market. Less weight will be 
given to hopes and expectations and more 
reliance will be placed on present realj- 
ties. The yard stick of values which many 
speculators laid on the shelf (probably to 
their great loss) will again come to the 
fore and those who are hung up with 
overvalued and overmanipulated industria] 
speculative favorites will soon be asking 
whether there is any sound basis on which 
to expect that the prices paid will again 
be realized. There probably is none for 
a long time to come. Meanwhile those 
who bought sound securities at a price 
which represented no market inflation and 
on a basis to afford an attractive yield have 
nothing to worry about. It is to be ex- 
pected that the good will go down with 
the bad—but not so far. It is also to be 
expected that when a proper appraisal of 
values is made the good will recover and 
the bad are not likely to. There is one 
\ery important point in considering the 
rail, stocks. That is the small floating 
supply. There have been practically no 
stocks placed with the public 
since 1914, On the other hand investors in 
rail securities have greatly increased and 
once the railroad situation is more gener- 
ally understood will doubtless increase 
further. Practically without exception ‘the 
theory is held that all stocks decline and 
advance together although it is very easy 
to prove the contrary. 


new rail 


On several occa- 
sions in the past the rails have had long 
range and important price movements con- 
trary to the industrials and fundamentals 
appear to be definitely shaping for such a 
movement now. This does not mean that 
all rail stocks will advance nor that all 
industrial stocks will decline, but it does 
mean that much greater discrimination 
must be used in the selection of industrials 
than rails and from the fact that prac- 
tically all relevent current data is avail- 
able on the rails while generally lacking 
on the industrials, it is obvious that in- 
telligent discrimination in the rails is much 
easier than intelligent discrimination in the 
industrial division. The article comparing 
U. S. Steel and Bethlehem Steel in the 
current issue clearly points out the dis- 
advantages some of our more important 
industrial companies are laboring under. 
How the railroads can profit from these 
very conditions may be illustrated by 4 
specific example. In 1925 Dodge Brothers 
practically doubled their plant capacity. 
Early in 1926 extremely sharp price re 
ductions were announced. Unquestionably 
the profit margin per car produced will 
be smaller in 1926 than in 1925; how much 
and how many cars will be sold is a spec 
ulative question. There is no questiot, 
however, about the railroads serving 
Dodge. They will get at least as much if 
not more business and at the same rates 
as they received in 1925. Consider it ad- 
visable to continue confining commitments 
to the good yielding rails, public utility 
preferred stocks and low cost coppers. 
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Through Other Glasses 


@ Not as we see ourselves but as others see us, is a thought which Wall 


Street might pay serious attention to. Conditions change and in its sphere 


of operations great transformations have occurred; 


« As the world’s greatest market place it has only arrived at this goal 
through the patronage of the wealthiest nation of investors. 


this public see Wall Street through its own glasses? 


@ Mr. Guenther discusses the change in the public understanding of in- 
and economics, with the constructive attitude of point- 


vestments, finance 


How does 





ing out to Wall Street where it errs in its relation with the people. 
— THE EDITORS. 


By LOUIS GUENTHER 


President of The Association of American Investors 


“Oh wad some power the giftie gie us 

To see oursel’s as others see us 

It was frae monie a blunder free us 
and foolish notion.”’—Burns. 


WONDER if Wall Street, ever slow 
to learn, is conscious of a silent 
change which is taking place in the 


® understanding of the mass investing mind 


of the nation. If it is it so far has 
furnished no visible evidence of its knowl- 
edge. 

The outsider has often said that the 
Trinity spires on lower Broadway fixed 
the boundary of Wall Street’s vision. 
While this is not quite true, nevertheless 
the description has some bearing on the 
financial community’s disinclination to see 
what is happening throughout the rest of 
the country, particularly in relation to its 
own communal interest in its affairs. 

Within the last quarter century several 
outstanding instances have occurred that 
provide evidence that the public in crucial 
periods does its own thinking and in this 
Process has stolen a march on Wall Street. 


Overdiscounting Conditions 


The first of these events which is still 

fresh in my mind happened in the short 
Panic of 1907, when securities were dumped 
overboard by the frightened community of 
Wall Street and were absorbed by a less 
Panic stricken public which refused to 
believe the nation was going to the dogs 
Simply because speculators had over dis- 
ounted business conditions. 
For the first time the people had given 
evidence of recognizing bargains in invest- 
ents. When these bargains again reached 
# point where they seemed overvalued the 
bargain hunters let the speculators have 
ptem back and they put their profits into 
heir pockets, 

When the war broke out in 1924 and 

Wopean liquidation compelled the tem- 
porary closing of the Stock Exchange, it 
as the people again who scoured the out- 
ide market for the numerous bargains 
which then were obtainable. Again they 
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gave evidence of a clearer vision of the 
ultimate effect of the war on the business 
of the country than did Wall Street. 

But the greatest step taken in broaden- 
ing the public’s intelligence was during the 
period when the Government was engaged 
in the sale of Liberty bonds. The vast army 
of volunteer salesmen succeeded in inter- 
esting nearly 20,000,000 people in the 
ownership of these securities and in the 
process educated them in the value of sound 
investing. The subsequent period of un- 
usual prosperity went to whet this appetite 
for knowledge. 


Wealth of the Nation 


This phenomena gave the American 
press an intimation of the potential wealth 
of the nation—and true to its usual keen 
journalistic instinct—it began to devote 
more space to the discussion of financial 
subjects, securities, and economic condi- 
tions. The more widespread dissemination 
of such information could have no other 
sequence than more fully educating the 
public regarding security values and the 
essential factors entering into their forma- 
tion. 

Has Wall Street seriously thought how 
this much better educated public some- 
times views its operation. They have their 
own glasses through which they prefer to 
see things. Yet as I read the reams of 
financial literature emanating from the 
financial section the impression it creates is 
that the majority of its publicists still con- 
sider the people a child in knowledge who 
should be led about and not reasoned with. 
In this respect they are the antithesis of the 
strictly investment firms. They at least 
from their experience with Liberty bond 
sales have realized conditions have changed 
and they are now catering to an intelligent 
clientele. 

If evidence is needed to prove this state- 
ment I need only point to the effusions 
issued daily by Stock Exchange firms. 
Market-letters they are called. Supposedly 
they are intended to keep purchasers of 


securities posted on the trend of the mar- 
ket. 

Outside of a few prepared and edited 
by men drilled in the fundamentals of 
economy most of them are vapid. They 
provide no constructive information. One 
can well understand why they cannot. 
The writers attempt to guess the transi- 
tory current of the market which is as 
meaningless and very often incorrect as 
the splashing of the waves which has no 
bearing on the tides of the sea. 

“Buy on the bulges. If the market has 
a further dip we think it is advisable to 
purchase for the turn. Underlying the 
recent selling we detect good buying by 
important interests.” These are a few 
quotations from market letters and they are 
indicative of the superficial reasoning be- 
hind them. 

How must they appear when read 
through other glasses. They might appeal 
to the speculative gambler who will always 
be with us just as is the race track fol- 
lower—but it is not these men who form 
the bone and sinew of Wall Street’s 
prosperity. 


Making Commissions 


A large part of Wall Street engaged in 
the brokerage business still clings to the 
false notion it is necesary to get customers 
in and out of the market in order to in- 
crease their commissions. This process 
requires rapid thinking, and where such 
thinking is employed in so serious a busi- 
ness as the purchase of securities the 
natural outcome is a great increase in the 
blunders. - 

The public has discovered the danger 
which attends upon heeding such advice. 
This fact is apparent from the unusual 
increase among investors who now buy 
their securities outright and finance the 
purchase through loans from their own 
banks. These intelligent investors realize 
the wisdom of holding aloof from the 
temptation of switching in and out of the 

(Please turn to page 421) 
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q@ Chile Copper— 


Low-Cost Copper Producer 


€ Company has been consistently cutting costs from over 18 cents in 1915 
until at present it can produce copper around 7 cents a pound; 


@ Chile owns the world’s largest development ore-body consisting of 10,348 
acres in South America; 


@ What are the prospects for the securities of the companyr 


ONTROL of the world’s largest 
i known copper ore body, and ability 

to produce the metal at around 
seven cents per pound are the facts that 
distinguish Chile Copper. Here is one of 
the giants of the industry that only three 
years ago definitely worked itself out of 
the “red” and established its shares on a 
dividend basis after a ‘decade of costly and 
often disappointing experimenting, during 
which time the question was frequently 
asked as to whether or not the enterprise 
would ever make good. 

The history of Chile Copper strikingly 
illustrates three things characteristic of a 
major copper development: Ist., the length 
of time that is required to bring a pros- 
pect property through its various stages 
until it is a producer and profit maker; 
2nd, the immense capital expenditure that 
has to be made before these results can 
be achieved; 3rd, the very satisfactory 
rewards that come to those who are iden- 
tified with the ownership of such an enter- 
prise, especially if their interest antedates 
the usual financing by the public. 

Copper deposits, now included in the 
area owned by Chile Copper, are said to 
have been worked by the Indians and Span- 
iards as far back as the sixteenth century. 
Modern development began only in 1911 
when A. C. Burrage interested the Gug- 
genheims in the project. The present com- 
pany was incorporated under Delaware 
laws in 1913, issuing all of its stock (ex- 
cept directors’ qualifying shares) to Chile 
Copper Company of Maine in consideration 
of the entire capital stock of Chile Ex- 
ploration Company, the operating unit. 

Hundreds of problems had to be solved 
in the creation of this enterprise, problems 


By E. E. ANDERSON 


of transportation, of mining, and more par- 
ticularly of ore treatment. The property 
was brought into production in 1915 when 
output amounted to 9,500,000 pounds of 
copper, made at a cost of 18.55 cents a 
pound. Production jumped the next year 
to 41,305,477 pounds and costs declined to 
15.46 cents, Output was doubled in 1916, 
being 88,370,188 pounds although costs in- 
creased to 16.75 cents. In 1918 produc- 
tion passed the 100,000,000-pound mark and 
costs were brought down to 13.30 cents. 

Then followed several lean years due to 
very depressed conditions affecting the en- 
tire copper industry, and it was not until 
1923 that Chile Copper’s production and 
costs attained figures that proved the profit 
factor of the project. Output totaled 
204,897,590 pounds that year while costs 
reached a new low of 8.1 cents. Profits 
per share were equivalent to $3.35. 


Heavy Expenditures 


To reach this goal huge amounts of 
money were required. Early development 
was financed by an issue of 3,380,000 
shares of $25 par stock, and the public 
offering of a $15,000,000 issue of ten-year 
seven per cent convertible bonds. This 
was shortly followed by an issue of $35,- 
000,000 of convertible bonds, the tatter 
being still outstanding. To meet conver- 
sion requirements the authorized capital 
was increased to 5,400,000 shares of $25 
par. 

Thus more than $50,000,000 of the pub- 
lic’s money was absorbed in the develop- 
ing, equipping and proving the production 
and profit possibilities of the project. 
Meanwhile tremendous equities were being 
built up for the company’s stock, control 


of which had remained with the Guggen. 
heim interests. The public imagination 
was stirred when early in 1923 it was an. 
nounced that Anaconda had _ purchased 
2,200,000 shares of Chile Copper at $35 2 
share or nearly $10 a share above the then 
prevailing market. For an original invest- 
ment estimated as around $1,000,000 the 
Guggenheims received™$77,000,000 in cash 
and it is said retained 500,000 shares, worth 
something like $16,500,000 at current marke: 
quotations. Why thousands of investors 
retain their interest in copper securities 
in spite of their records during recent years 
and why they are ready to furnish fund 
for new copper enterprises is not surpris- 
ing when such profits are possible, if only 
occasionally, and then largely for inside 
interests. 

Chile Copper owns the world’s largest 
development ore-body comprising all the 
known ore of Chuquicamata, near Calama, 
in the province of Antofagasta, Chile. The 
properties consist of 10,348 acres covering 
the crest of a low ridge at an elevation oi 
9,600 feet above sea-level. The outcrop is 
8,000 feet long and has an average width 
of 750 feet. Developed ore reserves, last 
reported as of the end of 1921, totaled 
688,629,889 tons averaging 2.12 per cent, 
giving a theoretical content of nearly 
thirty billion pounds of copper. 

Open cut methods over an_ enormous 
area have been used in ore extraction. The 
benches vary in height from 30 feet to 1 
feet and had a length of over six miles @ 
the end of 1924. The reduction plant 1 
located about two and one half miles from 
the mine. The ore is treated by a leaching 


(Please turn to page 410) 








Section of Chile Copper’s Properties at Chuquicamata, Chile 
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~The Railroad Merger Situation 


[ In addition to the new light thrown on the railroad 
merger situation by the decision of the Interstate Com- 
merce Commission in the Nickel Plate case there have 


been subsequent developments of importance; 


| One of these is the action of the Van Swer- 

ingens in eliminating interlocking director- 
“independent 
negotiations” to determine upon exchange 
ratios and the other is the statement of 
Professor Ripley, which expresses confi- 
dence that there will still be a Nickel 


ates so as to make possible 


Plate-Erie merger; 


gel 

ation 

5 al 

lased 

35 a 

then 

IVeSt- 

~ N discussing the status of the Nickel 

am | Plate merger and the probable long 

we term effect of the Interstate Com- 

_,..jpmerce decision thereon I took a highly 

— constructive view in the face of immedi- 

"Gate market action to the contrary in most 

yeas Be ailroad stocks. 

funds In last week’s issue of THE FINANCIAL 

Pris BW \ortp I stated I would discuss some of 

only the speculative possibilities in the rails 

inside Hh iter having very clearly analyzed them 
on the basis of investment merit. I con- 

Tees sider that at this state of the market it is 

1 the highly important to give first place to in- 

lama, & vestment considerations, t.e¢., values, and 

The a secondary place to speculative possi- 

ering HE bilities, 

on oi 

rop is Speculative Possibilities 

width Unquestionably the greatest speculative 

» la BE possibilities in the rails lie in the merger 

otaled IM situation. This has been amply demon- 

cent, @ strated not only in the market action of 

neatly HR industrial stocks before it was generally 
known that mergers were in prospect but 

‘mous also in the rail stocks of the Van Swer- 

. The JG ingen group (and others) again before it 

0 10) was definitely known what the plans were. 

les 2) There is probably no one man better 

ant 1s placed to give an impartial and well-in- 

from lormed opinion on railroad mergers than 

iching FH) Professor Ripley who helped the Inter- 
state Commerce Commission formulate its 
tentative consolidation plan and who has 

— fF ‘cently been in the public eye because of 


his hearty condemnation of the issuance 
°t non-voting stocks which make possible 
minority control without adequate finan- 
cial interest. In the March 21 issue of the 
New York Times, in an interesting and 
thought provoking article on the eastern 
trunk line mergers, he makes the statement 
that he is confident that there will be a 
Nickel Plate-Erie system. This is further 
borne out by the action of the Van Swer- 
ngens in ending the interlocking director- 
ates on the various roads they control so 
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By FREDERICK HANSSEN 


as to make possible an exchange of se- 
curities on a ratio “arrived at by inde- 
pendent negotiators” as recommended by 
the Interstate Commerce Commission in its 
recent Nickel Plate decision. 

Professor Ripley’s plea is for greater 
leadership on the part of the Interstate 
Commerce Commission in the railroad con- 
solidation problem. He points out that 
there is practically a stale-mate now in 
the eastern trunk line territory. He makes 
no reference to other mergers and it is 
my judgment that no great difficulties are 


presented in other parts of the country in 


working out consolidations and it is quite 
probable that in the southeast and south- 
west very definite steps will. be taken be- 
fore long. 

In the northwest the Northern Pacific 
and Great Northern want to merge with 
Burlington, which they jointly control. 
Whether Union Pacific will merge with 
Chicago & Northwestern after that road 
completes its absorption of “Omaha still 
remains to be seen, as well as the final 
disposition of C. M. & St. Paul and the 
Soo Line. 

However, the highly competitive eastern 
trunk line situation is tied in a knot right 
now. Assuming that the Erie-Nickel 
Plate merger finally goes through we are 
back to where three of the eastern trunk 
lines are in agreement, namely New York 
Central, Nickel Plate and Baltimore & 
Ohio. They practically would award Lack- 
awanna to Nickel Plate, Lehigh Valley to 
New York Central and Reading and Jer- 
sey Central to Baltimore & Ohio. Such 
an award would make possible (with some 
little additional construction) relatively 
short lines for all of these roads between 
New York and Chicago. Pennsylvania, 
however, objects. This is natural enough 
in view of the rounded out position of 
this property and the fact that it has 
nothing to gain by mergers for itself and 
these would only strengthen its competi- 







@ In the following article Mr. Hanssen discusses the investment, speculative 
and consolidation possibilities that lie in the complex eastern trunk line 
situation as they affect the individual roads involved. 


tors. Then along comes L. F. Loree with 
a plan for a new short line from Easton 
to Pittsburgh to be hooked up with Wheel- 
ing & Lake Erie and Wabash and to con- 
nect at Easton with Lehigh Valley or 
Central of New Jersey, both of which 
roads would give an _ entrance into 
New York and both of which control 
valuable terminal properties. The first 
decision of the Commission on the Loree 
proposal was adverse but if he can make 
a showing which will justify the proposed 
expenditure of some $140,000,000 he may 
yet put it through and thus bring, a fifth 
trunk line into the field. Naturally exist- 
ing trunk lines are bitterly opposed to the 
Loree proposal. In addition the heads 
of Lehigh Valley and Lackawanna would 
prefer to maintain their independent posi- 
tions. 


Working Out the Situation 


Unless pressure of some kind is brought 
to bear it appears likely that it will be 
some time before the ‘eastern trunk line 
situation is worked out. Best opinion in 
Washington is that the Cummins consoli- 
dation bill has little chance to pass at this 
session. On the other hand it is very 
evident that the great field of railroad 
strategy now lies in the east and that the 
great aim is to have the shortest possible 
line between New York and Chicago. 
It is highly probable that eventually this 
will be worked out. Before it is worked 
out some of the outside holdings of the 
more important lines will have to be dis- 
tributed to stockholders as the Commis- 
sion has~ clearly indicated that in its 
judgment the railroads should confine 
their acivities to the transportation busi- 
ness. In such an event New York Central 
might dispose of some of its valuable New 
York real estate holdings as well as its 
holdings of Reading stock, Delaware & 
Hudson would dispose of its Hudson Coal 

(Please turn to page 412) 
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The Important Credit Outlook 


@ In last week’s issue of THE FINANCIAL WorLD Mr. 
Gibson discussed the prospect for commodity prices 
and clearly outlined the factors which make probable 
a broad downward course in this important funda- 


mental ; 


@ He now discusses the state of credit, which he has apt- 
ly described as the most important single factor bear- 


cS 


ing on security prices; 


@ Mr. Gibson’s views are worth careful study because in our judgment they 
are fundamentally sound and also because they clearly indicate the prac- 
tical application of the principles he develops to specific groups of secur- 
ities —THE EDITORS. 


ITH the long term prospects 
favoring a broad declining trend 


in commodity prices it naturally 
follows that interest rates will pursue a 
similar trend. The most important single 
factor bearing on the price of capital is 
the level of commodity prices. This is 
because the lower commodity prices are 
the less capital is required to carry in- 
ventories through the process of raw ma- 
terial extraction, manufacture and dis- 
tribution. The capital thus freed comes in 
competition with other capital seeking em- 
ployment (as for instance in bonds) and 
‘this competitive bidding for bonds ad- 
vances their price level. It is simply a 
working out of the law of supply and 
demand. When a surplus of capital is 
seeking employment, it does so at con- 
cessions in interest rates and drives up 
prices of fixed interest bearing securities 
in inverse ratio. This very important de- 
velopment in the state of credit, which in 
my judgment, will soon manifest itself in 
this country, has occurred before. It took 
place in Great Britain following the Na- 
poleonic wars; it took place in this coun- 
try following the Civil War. It has been 
taking place since the post-war inflation 
period without any appreciable let up. In 
1921 the average yield on a selected list 
of bonds was 6.79 per cent; following 
successive drops in each year it is now 
about 5.67 per cent; that this process still 


By THOMAS GIBSON 


has a considerable distance to go to get 
back to pre-war levels is indicated by the 
fact that the average yield in 1911 was 
4.89 per cent. It may be interesting to 
point out that early in the twentieth cen- 
tury it was’ possible for strong railroads 
like Pennsylvania to sell bonds with a 3 
per cent interest coupon. The recent action 
of the U. S. Treasury in issuing and 
successfully disposing of 30-year bonds on 
a basis to yield less than 334 per cent is 
decidedly significant of the changing con- 
ditions affecting the longer term pros- 
pects for interest rates. Average prices of 
our government bonds have advanced from 
a July 1920, low of 89.26 per $100 bond 
to a current price of 102.17. I am strong- 
ly of the opinion that this advance will go 
much farther. 

I have pointed out before that declin- 
ing commodity prices do not mean that 
labor will have to be “liquidated.” Con- 
clusive proof to the contrary is to be found 
in the course of wages and commodity 
prices following the Civil War. As a 
matter of fact, the normal trend of both 
commodity prices and interest rates is 
downward and the normal trend of wages 
is upward. The underlying cause is the 
great gains made in productive efficiency 
from year to year. The lower produc- 
tion costs made possible by human inven- 
tiveness and ingenuity are passed on to 
the consuming public in the form of lower 


pared with pre-war figures. 


prices and to the wage earners in the 
form of higher wages. 

While average corfimodity prices have 
shown a downward tendency during recent 
months, the level is still quite high com- 
While aver- 
age interest rates have shown a declin- 
ing tendency since late in 1920, the level 
is also high compared with pre-war fig- 
ures. There are sound reasons for look- 
ing for a further decline. It may be well 
to examine this situation with a view to 
determining whether there are any special 
developments operative or in_ prospect 
which may accelerate or retard this nor- 
mal process. 

In the first place there appears to be no 
prospect of any addition to the world’s 
gold supply which will seriously influence 
the course of commodity prices or interest 
rates during the next decade. In the 
second place the investment demand in this 
country is growing at a truly remarkable 
rate, estimated at from 10 to 12 billions 
yearly. Our return on foreign investments 
is also an important factor, especially 
when it is recalled that prior to the wat 
we were paying huge sums in_ interest 
abroad whereas we are now receiving such 
sums from our foreign debtors. We are 
in an era of hand-to-mouth buying and 
remarkable transportation facilities. Both 
of these influences make for lessened cap 

(Please turn to page 414) 





Long Term Movements in Bond Prices and Interest Rates 


1903 1904 1905 1906 
] | 
| 


{ 
| 


i] 1912 1913 1914 1917 


' AVERAGE BOND PRICES 


AVERAGE INTEREST RATES 


The Financial World 





th 





the 


lave 
cent 
‘om- 
ver- 
clin- 
level 

fig- 
ook- 
well 
w to 
ecial 
spect 
nor: 


ye No 
orld’s 
uence 
terest 
1 the 
n this 
‘kable 
Lions 
ments 
cially 
e wat 
terest 
x such 
Te are 
g and 

Both 
d cap: 





q Pere Marquette— 


A Real Investment Opportunity 


ot) 


ce, 


€ Operating alone Pere Marquette 
investment 
its senior securities. 
There still is a good prospect for 
resumption of merger negotia- 
Meanwhile the common 
stock, with a good factor of 
safety, is selling on a very attrac- 
tive yield basis with current earn- 


has established an 
status for 


tions. 


ings excellent. 


ee) 


iS “A 


Interstate Commerce Commission of 

the Nickel Plate merger on “finan- 
cial grounds,” Pere Marquette stocks de- 
clined sharply. Then when directors in- 
creased the dividend rate on the common 
from $4 to $6 and also declared an extra 
of $2 the stocks advanced just as sharply 
and in the recent market have again de- 
clined somewhat. 


Allowing for the $2 extra and and the 
$1.50 regular dividend on Pere Marquette 
common which comes off the stock at 
current quotations of 81% is selling for 
$78 and paying $6 and yielding 7.7% and 
in 1925 earned the $6 dividend twice over. 

The 5 per cent prior preferred stock is 
quoted around 82 to yield 6 per cent with 
earnings of $54 per share in 1925. There 
are few industrial situations which give 
any such investment yield with a similar 
factor of safety. This issue is cumula- 
tive as is also the junior preferred which is 
quoted around 72 to give a yield of 7 per 
cent, earnings on which were about $45 
per share in 1925. These preferred issues 
are selling decidedly out of line on a 
strictly investment basis. 


Motors Help 


While unquestionably the recent pros- 
perity of the Pere Marquette has been 
largely due to the amazing growth of the 
motor industry and while earnings can be 
*xpected to fluctuate to some extent with 
the automobile output, the fact remains 
that the property was very drastically re- 
organized and now has a well balanced 
“pital structure with about $52,000,000 of 
tunded debt and $11,200,000 of prior pre- 
lerred, $12,429,000 of preferred and $45,- 

000 of common. In other words the 
‘tock capitalization is substantially in ex- 
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PH interstate the disapproval of the 


cess of funded debt. 


Starting with 1921, 
interest charges have been earned more 
than twice over and were earned three 


times over in 1925. Preferred dividends 
have been earned with a wide margin, even 
in 1921 the junior preferred had earnings 
of $20 per share. Certainly these pre- 
ferred issues regardless of merger possi- 
bilities are entitled to a higher investment 
rating than current market prices afford. 


Speculating in Common 

The comon stock is of course in a 
more speculative position. However, a yield 
of 7.7 per cent with the dividend twice 
earned is not easily to be found in the 
present market. It is quite probable that 
the combination of an unsatisfactory pre- 
war record, its location in the automobile 
producing district and the adverse Nickel 
Plate decision have contributed to the 
comparatively low quotations for its stocks. 
As is pointed out in an article on the 
merger situation in another part of the 
current issue of THE FINANCIAL WORLD, 
it is probable that the Nickel Plate merger 
will be revived. It is also probable that 
automobile output will be at a relatively 
high rate during the coming months— 
although this does not mean that auto- 
mobile profits will be so good. It does 
mean though that the railroads will get 
their traffic volume at what to them are 
good paying rates. 

The physical condition of the property 
has been greatly improved and the road 
is in excellent financial condition with 
bonds in its treasury it can dispose of to 
bankers at any time as these cover ap- 
proved capital expenditures. Surplus has 
shown steady expansion since 1921 and 
the officials of the road have repeatedly 
stated it as their policy to pay liberal divi- 





dends to the common stockholders. Such 
action could not be taken while the Nickel 
Plate merger was unsettled but was 
promptly taken thereafter because earn- 
ings warranted it. 


The stockholders are largely former 
bondholders who had to take stock in the 
drastic reorganization of this property. 
That their interests have been well pro- 
tected was rather clearly indicated in the 
Nickel Plate decision as the Interstate 
Commerce Commission was satisfied that 
the terms on which the Pere Marquette se- 
curities were to be exchanged were arrived 
at at arms length and were the result of 
independent negotiations. In any further 
effort to get Pere Marquette into the Van 
Sweringen fold the greatly improved earn- 
ing status of the property since the last 
terms were agreed upon would doubtless 
be taken into consideration by the road’s 
officials. 


Attractive Yield 


In summing up it appears that the man 
who desires a very high factor of safety, 
an unbroken dividend record extending 
over nearly ten years (ever since reorgan- 
ization) and a yield of 6 per cent could 
go much further and do less well than in 
this road’s 5 per cent prior preference 
stock. . The junior preferred earnings 
which have exceeded dividend require- 
ments from four times in 1921 to nine 
times last year with a yield of around 7 
per cent certainly is decidedly attractive 
when compared with nearly any preferred 
stock affording the same yield. 

The common stock should have no diffi- 
culty in maintaining the current $6 rate 
and should under more favorable market 
and merger conditions reach a better in- 
vestment status, 
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q| Commonwealth Power— 


A Utility Stock With a Good Yield 


et Ean 


2S Ee ae 


} 


Steam Plant of Illinois Electric Power 
the market have 


EACTIONS in 
R other functions than those of 


breeding fear in the minds of ill 
informed and bringing joy to the “short 
side.” A corrective is needed at times 
to adjust stock prices to their proper levels 
in consideration of values. There is prob- 
ably no other single group of securities to 
which this would apply more aptly than 
the public utility common stocks which in 
. many cases had been driven to levels that 
were beyond the comparison of current and 
prospective earnings to market prices. On 
the other hand, while this readjustment 
was spending its severity upon some, it 
served to show the actual strength in 
others that could properly be classed as 
undervalued. 


There are few companies that can give 
a better account in this regard than can 
the Commonwealth Power Corporation. A 
cold recital of facts before entering into 
a discussion of this company’s operations 
will serve to keep before the reader’s mind 
the basis of values upon which these se- 
curities are selling. The preferred stock, 
as first choice, is selling around $85 a 
share, paying $6 per annum, thereby yield- 
ing over 7 per cent on a stock upon which 
dividend requirements in 1925 were cov- 
ered 3.71 times. The common stock at 
around $34 a share yields about 6 per cent 
with earnings for the three months ended 


f, 


se. | 


' \ © With the common stock earning $1.76 a share in the 

a three months ended February 28, 1926, and the divi. 

| dend rate increased to a $2 annual basis, the possibili- 

ties in the preferred stock with a current yield of 
7.1 per cent are attractive; 


@ In the transition from a speculative to an investment 
market this attractive yield basis is worthy of consid-) 
eration in framing an investment program for the 


coming year; 


@ Preferred dividend requirements were earned 3,7| 
times in 1925 and improvement is expected in the cur- 


rent year. 


Co. 


February 28, 1926, equal to $1.76 a share. 

Commonwealth Power is generally con- 
sidered a holding company, which through 
ownership of a majority of the voting 
stock controls the Consumers Power Com- 
pany, Central Illinois Light Company, Illi- 
nois Power Company, [Illinois Electric 
Power Company, Southern Indiana Gas & 
Electric Company, the Ohio Edison Com- 
pany and the Tennessee Electric Power 
Company. In order to insure an adequate 
supply of steam and gas coal for the va- 
rious plants at a reasonable cost, it also 
owns all the capital stock of the Utilities 
Coal Corporation which owns and operates 
coal mines in Illinois, Kentucky, and West 
Virginia. It might better be called a 
supervising and service company because 
in its position as a holding company it also 
supervises the operations of its subsidiary 
companies and renders service in the field 
of financing, engineering, purchasing, ac- 
counting, public relations and in many 
other ways contributes to the success of 
the operating companies. Through these 
operating subsidiaries, Commonwealth 
Power serves over 375 communities and a 
population of 1,850,000 with one or more 
forms of public utility service. 


Sources of Revenue 


Approximately 68 per cent of gross 
revenues is produced by sales of electricity. 
Altogether, the total installed generating 


By WILLIAM J. HEALY 


capacity is 764,700 h. p., of which 287,06) 
h. p., or 37.5 per cent, is hydroelectric 
Flowage lands and water power rights, 
estimated as capable of being developed 
to the extent of nearly 260,000 h. p., are 
also owned and held in reserve to be util- 
ized when requirements of 
territory demand. 


its growing 


Commonwealth Power has _ contributed 
much to the development of the electric 
light and power, and gas industries. Its 
operating subsidiary in Michigan, the Con- 
sumers Power Company, was the first to 
construct and successfully operate a high 
tension transmission line of 140,000 volts. 
That company was awarded the Charles 
A. Coffin Gold Medal for making the most 
distinguished contribution in 1924 to the 
‘development of electric service for the| 
convenience of the public and the beneft 
of the industry. The gas department has 
been active in furthering the industrial 
consumption of gas. The total generating 
capacity of the gas plants of the combined 
properties is 39,825,000 cubic feet daily. 
Gas customers number 158,745. Approx 
mately 15 per cent of gross earnings 
produced by sales of gas. The balance oi 
earnings is derived from steam heating, 
transportation, and other services. Abut- 
dant water supply in many sections of the 
country which the company serves allows 
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Commonwealth Power’s 5-Year Growth of Business 


Electric Sales 
in K. W. H. 


673,736,344 
750,346,913 
979,681,098 
1,005,855,275 
1,277,370,522 


Electric 
Customers 


235,934 
264,027 
317,116 
354,613 
391,960 


Gas Sales in 
Cubic Feet 


3,549,697,100 
3,807 422,300 
4,249,271,600 
4,337,707 ,400 
5,310,973,900 


Gas 
Customers 


105,365 
111,513 
119,103 
143,016 
158,745 


Gross 
Earnings 


$32,389,000 
34,379,000 
37,443,000 
39,315,000 
44,175,000 § 
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United States vs. Bethlehem Steel 


€ On the face of 1925 returns Bethlehem made a much 
better comparative earning showing applicable to its 
common stock than U. S. Steel did; 


€ The reason for this showing 


as well as a comparison 


of the various fundamental factors in both companies 


are revealed in this analysis, 


which also discusses the 


“melon” possibilities in U. S. Steel; 


€ Our basic industry was in 1925 and probably is now 
under the influence of declining commodity prices 
which is very adversely affecting the profit margin per 
unit produced and with any decline in volume would 
be sharply reflected in net earnings. 


OTH U. S. Steel and Bethlehem 
B made public their 1925 annual re- 
ports during the past week. With 
steel the basic industry of the country 


| these reports are of absorbing interest at 


this time. On the face of the returns 
Bethlehem reports a gain of from $2.56 
earned on its common to $5.30 while 
U. S. Steel gained from but $11.78 to 
$12.87 on its common stock earnings. This 
greater relative gain on the part of Bethle- 
hem is to a large part due to its capital 
structure which contains proportionately 
more funded debt and less common stock 
than does that of U. S. Steel; it is more 
largely due to the fact that Bethlehem is 
more of a “marginal” producer than U. S. 
Steel. 

To make this clearer (while exact com- 
parison is not possible) Bethlehem pro- 
duced 13,208,000 tons of iron and steel 
products on which the net earnings before 
and dividends were slightly more than $1 
per ton; U. S. Steel produced 46,968,000 
tons on which the net was slightly less 
than $2 per ton. In other words U. S. 
Steel a great cost advantage over 
Bethlehem despite the expenditure of some 
$80,000,000 on the part of the latter in 
modernizing its plants. In addition U. S. 
Steel on the above tonnage charged about 
50 cents more per ton for depreciation, 
depletion and other reserves than did 
Bethlehem. If it had made the same 
charges per ton net would have been about 
$14,000,600 greater or nearly $3 per share 
of U.S. Steel common. 


has 


Reducing Debt 


Any comparison of capital structure is 
of course in favor of U. S. Steel as that 
company has been . steadily reducing its 
tunded debt while Bethlehem has been in- 
creasing its outstanding bonds. The recent 
Preferred stock financing of Bethlehem has 
substantially improved the status of its 
tunded debt. Any comparison of working 
Capital is, of course, very much in favor 
% U. S. Steel as that company reports 
$95,000,000 of current assets as against 
149,000,000 of Bethlehem. In addition 
U.S. Steel has some $118,000,000 in cash 
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and marketable securities in its sinking 
and reserve funds, 

It is quite apparent from the foregoing 
that Bethlehem still has a long way to go 
to catch up to our largest industrial com- 
pany on nearly any basis of comparison 
that might be selected. There is no ques- 
tion but that U. S. Steel has a more sat- 
isfactory profit margin per ton and that 
means that should competition in the steel 
industry increase further that U. S. Steel 
could make money for its common stock- 
holders when Bethlehem could not. 

In 1925, all records for steel ingot pro- 
duction were broken but net earnings for 
the steel industry set no new high mark. 
The reason was in the lower prices re- 
ceived for steel products. Bethlehem re- 
ceived on the average $3.48 per ton less 
in 1925 than in 1924. The reason for de- 
clining prices in steel products of course 
is to be found largely in the fact that the 
steel productive capacity of the country is 
in excess of normal consumptive needs, 
making for keen competition, and because 
steel products toward the close of 1923 
were at high levels compared to pre-war. 
In other words steel products have sharp- 
ly followed the broad decline in commodity 
prices which has been discussed in recent 
issues of THE FINANCIAL Wor Lp and the 
companies operating in this industry have 
felt this in their net earnings. They have 
been operating on a falling market. 

At this writing there is no prospect 
for any great advance in steel prices and 
the longer term trend appears definitely 
downward. This can only be offset by 

further reducing costs. This in turn can 
only be accomplished by more efficient 
methods. On this point the report of the 
U. S. Steel Corporation gives some light 
that is highly significant. It states in con- 
nection with the discarding of obsolete 
plans and their replacement with modern 
ones: “Under prevailing price indexes of 
labor, material, equipment, etc., and mod- 
ern standards of construction the invest- 
ment cost for replacing an equal produc- 
tive capacity discarded totals from two to 
four times that of the old. In short as 
producing capacity has to be replaced a 
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very much greater capital investment is 
required. A conservative policy demands 
that as far as possible and practical these 
excess capital requirements should be pro- 
vided from current income rather than by 
adding capital obligations.” 


This is a very important statement in 
many ways. To again make comparison 
with Bethlehem the latter, of course, large- 
ly did its modernizing through assuming 
additional capital obligations. U. S. Steel 
appropriated $25,000,000 out of 1925 net 
for this purpose. After payment of 7 per 
cent dividends on both preferred and com- 
mon this left but $4,802,000 to add to un- 
divided surplus account. While it is obvi- 
ous that the directors of U. S. Steel could 
declare a handsome stock dividend and 
pay the present dividend rate theron it is 
quite obvious that no “melon” in the way 
of a distribution of its large cash holdings 
is in prospect. As a matter of fact many 
years ago Judge Gary made the statement 
that he hoped to put U. S. Steel common 
on an investment basis and pay $7 a share 
regularly on the common. This goal has 
been reached and doubtless can be main- 
tained. 


Earning Outlook 


On the other hand there appears little 
likelihood of any. great expansion in net 
earning power under conditions prevailing 
in our highly competitive steel industry if 
viewed merely from the domestic angle 
and no consideration be given to future 
European competition and the possible ad- 
verse effect on profit margin of further de- 
clines in commodity prices. 


As is being pointed out in THE FINAN- 
CIAL Wortp fundamental conditions indi- 
cate rather clearly that we are leaving a 
speculative market and entering an invest- 
ment market. The bonds of U. S. Steel 
and its preferred stock must be accorded 
a high investment rating and doubtless will 
advance if the expected broad downward 
trend in interest rates takes place. The 
bonds of Bethlehem can be given a good 
investment rating especially since the re- 

(Please turn to page 410) 
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These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Independent Appraisal of Listed Stocks 





Miscellaneous Industrials 





Advance Rumley— 
Rating “C” 

Advance Rumley reports $4.32 a share 
earned on the preferred stock in 1925, 
compared with $3.48 in 1924. The presi- 
dent states that 55 per cent of the com- 
pany’s earnings consisted of a new type 
of tractor, production of which was be- 
gun early in 1925, but net earnings on 
which did not show up well until toward 
the close of the year. He also states that 
more’ tractors were sold in 1925 than in 
any year since 1920 and that there has 
been a good gain in tractor sales in the 
spring of this year compared with a year 
ago. The company eliminated its funded 
debt during 1925, but increased its bank 
loans from $1,700,000 to $5,100,000, which 
indicates that there may be some need for 
bond financing if business continues to 
expand. 


American Can— 
Rating “A” 

American Can led a spectacular decline 
in the industrial division during the past 
week, when the new common stock reached 
a price of 41%, compared with its prev- 
ious high of 58. The old stock has de- 
clined from a high of 344% to 247. Com- 
pany’s prospects have not changed but the 
speculative viewpoint has. 


American Radiator— 
Rating “B” 

American Radiator reports $8.97 a share 
earned in 1925, compared with $8.58 in 
1924. It was a beneficiary of the build- 
ing boom. 


American Woolen— 
Rating “C” 

At the annual meeting of American 
Woolen, President Pierce stated that bus- 
iness is still on a “hand to mouth” basis, 
with the manufacturer holding the bag. 
The company is running fully as much 
machinery as any of its competitors and 
is operating at about 66 per cent of 
capacity. 


Belding Brothers— 
Rating “C” 

Belding Brothers reports a net of $3.22 
a share in 1925, compared with $1.23 in 
1924, leaving but a small margin over the 
$3 dividend rate. 
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Bush Terminal— 
Rating “C” 

After a number of conflicting reports 
had been issued, the annual report of. Bush 
Terminal finally showed net income in 1925 
of $1,731,000, compared with $1,295,000 in 
1924. These earnings, after allowing for 








Rating Changes 
Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


American Snuff 


Botany Mills A 

Calumet & Arizona, ................ 
Central Leather 

Christie Brown 

*Crex 


Kresge Dept. Store 
Nash . 
National Cloak & Suit 
Park Utah 

Pittsburgh Coal 

St. Joe Lead 
Shubert 
Studebaker 











Preferred 


American Hide & Leather 
Central Leather 
Crucible Steel 

Dodge Bros. 
Elk Horn Coal 
Fairbanks Scales 

Kresge Dept. Store 
Otis Steel 
Pittsburgh Coal 
































dividends on the preferred stock and the 
debenture stock, were equivalent to $5.38 
a share earned on the new no par common 
stock. The company has recently em- 
barked on an expansion program, earn- 
ings from which are not expected to be 
reflected until the second half of the cur- 
rent year. 


Calumet & Hecla— 
Rating “B” 
Calumet & Hecla, which operates rela- 
tively high cost properties in Michigan, re- 


ports a loss of $437,000 in 1925, compared 
with a loss of $1,634,000 in 1924. The 
average cost of producing copper, with- 
out including depreciation, or depletion 
was 11.26c. per pound. 


Central Leather— 
Rating “D” 

Central Leather reports a net of $1,465, 
000, equal to $4.39 a share on its preferred 
stock for 1925, compared with a deficit 
of $434,000 in 1924. The company has re- 
duced its inventory from $48,000,000 in 
1922 to $29,000,000 in 1925 and at the close 
of 1925 had $4,700,000 out on call loans, 
The annual report states that a plan of 
capital readjustment will soon sub- 
mitted to the stockholders. 


be 


Cuyamel Fruit— 
Rating “C” 

Cuyamel Fruit reports $3.53 earned on 
its common stock in 1925, compared with 
$2.83 a share in 1924, The company sub- 
stantially improved its financial position by 
increasing its funded debt during the past 
year. 


Eisenlohr— 
Rating “C” 

Eisenlohr reports 88c. a share earned on 
its common stock in 1925, compared with 
$6.63 a share on the 7 per cent preferred 
in 1924. 


General Electric— 
Rating “A” 

General Electric reports $20.40 a share 
earned on its common stock in 1925, com- 
pared with $21.09 in 1924. The company 
is in strong financial condition, with $137, 
000,000 in cash and Government securi- 
ties on hand. 


Hudson Motor— 
Rating “B” 

Hudson Motor had a severe decline dur- 
ing the past week following a report of 
earnings of $2.06 a share for the quarter 
ended February 28. 


International Cement— 
Rating “B” 

International Cement reports $7.02 4 
share earned on its common stock in 1925 
against $7.14 a share on the smaller cap 
italization in 1924. The company has been 
a beneficiary of the high rate of new com 
struction activity. 

(Please turn to page 408) 
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The Long Range Outlook 


HE FINANCIAL Wor tp, both in its 
7 bond and other departments, has 

consistently "emphasized the prob- 
ability of a long range decline in the price 
of capital and in the price of money. In 
shaping one’s long range attitude toward 
the bond market it is also most important 
to consider the effect of changes in the 
levels of average commodity prices. The 
relationship between commodity prices and 
the price of capital, and hence bond prices, 
is naturally a very direct one, but it is 
important to carry in mind the effect of 
such prices upon corporation bonds from 
another side than that of the purchasing 
power of the maturing interest and prin- 
cipal. What is referred to is the effect 
of higher or lower commodity prices upon 
corporate earnings and the effect of these, 
in turn, upon the market for a given bond. 
A survey of the national, and for that 
matter, the world industrial outlook, leads 
inevitably to the conclusion that the next 
ten years at least will be characterized by 
competition which will lead to the extinc- 
tion of those industrial concerns unable to 
reduce their costs, and to lower margins 
of profit generally. This is bound to be 
the result of an expansion of plant ca- 
pacity. that has anticipated consuming 
capacity for years ahead. As far as the 
effect of this situation upon bonds is con- 
cerned, it may be repeated, that there 
should be a marked decline in the volume 
of bonds sold to finance plant expansion. 
The point to be made in this article is, how- 
tver, the fact that there is likely to be a 
declining margin of safety back of many 
industrial issues, and that many of the 
new industrial bonds which will be sold 
will bear close scrutiny as to the purpose 
of their issuance. It is only natural for 
investors to be a bit skeptical over issues 
Sold expressly for the funding of bank 
mane, or otherwise to furnish working 
capital, if the trend of the industry is 
toward lower profit margins. Doubtless, 
many owners of industrial properties who 
‘nse a period of thin profits will also be 
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By THE BOND EDITOR 


tempted to utilize a receptive bond market 
to shift a portion of their equity upon the 
public, though retaining a call on profits 
through the well-known Class A and Class 
B stock method. 


But in spite of thinner industrial profit 
margins, the outlook is for a good volume 
of business, and it is pretty obvious that 
if this expected large volume business ma- 
terializes, the railroads and public utilities 
will be quick to benefit. Just as in 1920, 
when the rails and utilities were very seri- 
ously affected by inflated commodity 
prices, through their inability to increase 
rates with sufficient rapidity, they will be 
the first to gain from lower prices for 
coal, steel, copper and other commodities 
of which they are the most important con- 
sumers. The sum and substance of this 
reasoning is that public utility and rail- 
road bonds should have the additional 
stimulus of greater margins of safety, as 
an incentive to higher prices and that the 
weaker and more wunseasoned industrials 
are apt to be influenced by declining prof- 
its to a degree which will more than com- 
pensate for the effect of lower prices for 
commodities and capital. It is true that 
most rails and utilities are selling to yield 
substantially lower returns than industrials, 
but nevertheless the evidence is that this 
spread will become still wider. This is 
particularly true in the case of the utilities 
where the impending legalizing of under- 
lying issues will certainly bring sympa- 
thetically higher prices for non-legals. 


Coupons and Call Prices 


Outstanding high coupon bonds are be- 
coming fewer and fewer. Every week, 
there is practical evidence of the purpose 
to replace all callable high coupon issues 
with 6 per cent coupon bonds, and 6s with 
5s and so on, and recently we have seen 
the flotation of a 4%4 per cent public util- 
ity bond. The flotation the past week of 
the $20,000,000 of Brown Co. 5%s is 
partly for replacing the 6 per cent deben- 
ture issue previously outstanding. We 
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strongly advise every investor to go over 
his list carefully and review the call fea- 
tures of his holdings, in order that the 
potentialities for appreciation may be ap- 
praised and the permanence of the exist- 
ing coupon established, for in many cases 
it is possible to substitute bonds of equiva- 
lent security and yield that possess better 
call features from the investor’s point of 
view. 


If the matter of call prices is given 
careful consideration there are excellent 
opportunities for profits from purely in- 
vestment causes, and we earnestly recom- 
mend to our readers this method of hand- 
ling their investment funds over a period 
in which it will be extremely difficult to 
operate successfully in speculative stocks. 
The following tabulation which is noth- 
ing more than an adaptation of a standard 
bond yield table, shows the possibilities of 
appreciation of bonds that are not re- 
stricted by call prices. This set of values 
shows the price appreciation over a three- 
year period, assuming that the amortized 
(absolute) yield declines 1 per cent in each 
case. A base yield of 6 per cent has been 
taken for the present return, the assump- 
tion being that this declines to 5 per cent. 


Life of Bond (Present) 


Cou- 

pon l10yr. 20yr. 30yr. SOyr. 100yr. 
8% 2.66 10.97 1651 22.51 26.25 
7 425 11.16 15.61 20.27 23.05 
6 5.85 1136 14.73 18.04 19.82 
5 7.44 11.56 13.84 15.80 16.63 
4 9.03 11.75 12.95 13.56 13.42 
34% 983 11.85 1250 1244 11.81 


S { 
If this theory of long term bond prices 


is correct, it is desirable to search out, 
first, a list of non-callable issues. Such 
a list, were it to include all such issues, 
would not be large, for non-callable bonds 
are seldom issued except under the stress 
of necessity, when borrowing is difficult. 
It is manifest that the existence of a non- 
(Please turn to page 413) 
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Improvement in the Near East 


@ What are the possibilities of profiting in foreign bonds? 


« The situation in the Near East appears to have taken a turn for the 


better ; 


@ What about Jugo-Slavia? 


By MAX WINKLER, Ph.D. 


Manager, Foreign Dept., Moody’s Service 


HE aggregate par value of foreign 

[ government, state and municipal 

loans (exclusive ot Russian and 
Mexican issues) offered for public sub- 
scription and traded in on our markets 
amounts to $3,258,779,850. Of this amount, 
Europe represents by far the largest 
amount, securities sold on behalf of that 
continent totalling $1,909,491,850, equiva- 
lent to more than 63 per cent of the total. 
South America is next in order with $533,- 
293,000 or about 18 per cent, followed by 
the Far East or Australasia with $423,- 
295,000; Canada with $225,000,000; and 
Central America, Cuba and West Indies 
with $167,700,000. 

On the basis of prices at which the 
above were originally sold, the total value 
is placed at $3,134,030,700, of which Europe 
heads the list with $1,830,145,300, followed 
by South America with $520,830,900; Aus- 
tralasia with $398,846,750; Canada with 
$220,781,250; and Central America, etc 
with $163,426,500. 

In other words, securities of a par value 
of $3,258,779,850 (exclusive of premiums 
at which many of the bonds are redeem- 
able) were sold at a discount of about 
four per cent per bond of $1,000 par value. 


Income and Appreciation 

According to recent quotations, the total 
value of bonds sold aggregated $3,251,- 
168,450, representing an increase over the 
originally offered price of $117,137,750. 
That is to say, those who bought foreign 
bonds at the time of flotation, retaining 
them since, have not only been receiving 
a most liberal return on their investment, 
but had an appreciation in capital of ap- 
proximately four per cent. The increase 
in European loans amounts to $85,043,100 
and comprises especially Western Europe 
(with possible exception of certain French 
and Belgian loans), Central Europe, and 


"> 


particularly the Scandinavian countries. 
One section of the Old World has not as 
yet shown that appreciation in value which 
would appear to a certain extent warranted 
on the basis of improvement in financial, 
economic and last, but by no means least, 
in political conditions. This _ section, 
known as the Balkan Peninsula or the Near 
East, is ordinarily spoken of—and some- 
times rightly so—as the “Powder Maga- 
zine of Europe.” A careful study of re- 
cent events leads us to believe that the 
situation has taken a turn for the better 
and that investments of funds in this part 
of Europe through the purchase of bonds 
or participation in industries, if done with 
care, is likely to prove profitable. Of Bal- 
kan issues, those of Jugo-Slavia are per- 
haps best known in this market. In view 
of this fact and also because of the prob- 
ability of further large financing for the 
Kingdom, a discussion of conditions in the 
country should prove of interest. 
Fertile Area 

Jugo-Slavia, i.e., South-Slavia, the 
country of the southern Slavs, comprises 
within her boundaries the ancient King- 
doms of Serbia and Montenegro, and the 
former Austro-Hungarian provinces of 
Croatia, Slavonia (including part of the 
Banat), Dalmatia, Slovenia, Bosnia and 
Herzegovina, embracing an area of about 
95,700 square miles and a population of 
12,617,360, equivalent to more than 131 
inhabitants per square mile. Thus, in area 
Jugo-Slavia is almost as large as the 
states of New York, New Jersey and 
Pennsylvania combined. while its density 
of population of 131 compares with a pop- 
ulation density for the Middle Atlantic 
States of over 222. f the total area, 
about 90 per cent is fertile, equivalent to 
about 22 acres of fertile soil to each family 
of five. 


Improvement in the country’s economic 


status is best seen from the encouraging ~ 


growth of its foreign trade. For 1924 the [7 
country reported a favorable balance of \ 
trade amounting to over 1,300,000,000 © 
dinars, the first favorable balance since ‘ 
the consolidation of the South Slavonic 7 


states into the Kingdom of Jugo-Slavia. 4 


For the first nine months of the past year, 
there was a relatively small adverse bal- 
ance, but figures for the entire year are 
expected to be satisfactory. Foreign trade | 


figures are presented in an accompanying |7 


table (in dinars). 


Budget 


For the third consecutive year, the budget © 
of Jugo-Slavia is expected to balance. _ 
For the fiscal year ending April 30, 1926, F 
total revenues are placed at Drs. 11,910- 7 
000,000, expenditure being estimated at the 
same figure. For the fiscal year 1924-25, 7 
there was a surplus of Drs. 611,000,000. fF 
Comparative statistics of receipts and ex- 
penditures for the past several years are 
presented in the accompanying table (in 
dinars). 


The Dollar Loan 


Some four years ago, Jugo-Slav bonds J 
were introduced to the American investor [J 
in the form of a $25,000,000 issue, carry- ff 
ing interest at the rate of eight per cent 
per annum, and issued at a price of 95% F 


per cent. Although I did then—as I do Z 
now to an even more marked degree— jj 
consider the obligation reasonably secure 7 
as to principal and interest, I was never- 7 
theless of the opinion that they were de F 
cidedly over-priced at the offering figure. F 
My reasons for this view were, in the 
main, as follows: f 

1. The Jugo-Slavia eight per cent Dol- 


(Please turn to page 416) 








Foreign Trade 


Exports 
776,949,248 
1,320,606,055 
...---2,460,7 37,562 
3,071,534,000 


ee a 9,538,776,000 
1925 (Jan-Sept)6,706,040,000 
+Excess of Exports. 
*Surplus. 








Imports 
2,972,886,325 
3,487,996, 160 
4,122,097,642 
6,441,876,000 
8,309,640,000 
8,221,740,000 
6,761,175,000 


and 


Excess of 
Imports 

2,195,937,077 
2,167,390,105 
1,661,360,080 
3,370,342,000 
260,796,000 
$1,317,036,000 
55,135,000 


Year 


1922-23 
1923-24 
1924-25 
1925-26 


Revenue 


458,867,575 
ET 1,284,141,600 


6,257,577,805 
6,934,946,863 
8,935,426,820 
11,190,000,000 10,579,000,000 
11,910,000,000 11,910,000,000 


The Budget 


Expenditure Deficit 


458,867,575 
1,284,141,600 
4,852,400,000 
6,257,577,805 
8,134,597,489 
8,853,611,029 


1,199,650,626 
*81,815,791 
*611,000,000 
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By THE OBSERVER 


Even the first quarter’s return on 


Mellon’s the Federal Income tax bears out 
View Secretary Mellon’s contention that 
Confirmed __ reduced levy would increase the pro- 


duction of revenues. Receipts for 
the first quarter are now estimated to be in excess by 
$20,000,000 of the Government’s estimates, and it is ex- 


pected the sum will be swelled when the returns are in. 
So far as the public is concerned taxes are unpro- 


ductive. Every dollar thus paid is removed from its 
opportunity to earn income or profit for its owner. 
It does not need the mind of a profound economist to 
arrive at this conclusion. 

There has been released this year more than a quarter 
billion dollars from taxation—a sum in itself large 
enough to act as quite a stimulant for business activity. 

Likewise it stands to reason that the larger the vol- 
ume of business the larger is the amount of gain on 
which the Government can levy a tax, which if it is 
moderate then is not burdensome. 


Whenever the annual report of the 
Steel Corporation is published sta- 
tisticians sharpen their lead pencils 
and busy themselves figuring out 
what the book value is for ics com- 
mon stock. Now that the annual statement in pam- 
phlet form is available we are again hearing on this 
subject. 

One of these authorities places a book value of $280 
a share. This is a comfortable figure for the steel 
stockholder to look at even though he cannot secure 
anywhere near that sum in the market for his holdings. 

Only in rare cases are book values realized and this 
occurs when a purchaser appears willing to buy all 
the outstanding stock on a cash basis. Very often in 
cases of insolvency book values have disappeared and 
their places have been taken by “Irish dividends” or 
assessments, for in place of a solvent concern there is 
a bankrupt. This happened in the old. Baltimore & 
Ohio for which a book value in excess of $200 a share 
was estimated. 

Since stocks represent largely a unit of partnership 
interest in a corporation the only rational way they 
should be considered is on the basis of their earning 
power. This the stock market prefers to do when in- 


terpreting stock values. It is much safer than book 
values, 


Book 
Value 


An urgent plea is made by a com- 
mittee representing the stockholders 
of the St. Paul railway for the ex- 
tension of the loan the Federal Gov- 
ernment advanced during the war 
period for a term of forty years and on a lower 
interest basis. That per centum the committee places 


Uncle Sam’s 
Rail 
Loans 


on a basis equivalent to 4 per cent per annum. 

There are two identical bills before Congress, one 
in the senate and the other in the house, aiming to bring 
this relief to this embarassed railroad. Shareholders 
are urged to write their congressman and senators seek- 
ing their support. There is so much justice in this 
position that it is difficult to assume any other action 
on the part of Congress. 


The Government’s claim against the St. Paul is a 
secure one, much more sound in our opinion than are 
some of its claims against foreign governments. Yet, 
they have received more lenient treatment on the theory 
one cannot collect more than the debtor can pay. 


It must be remembered that the Government took 
over the operations of the railroads as a war measure 
and during this period expenditures piled up on the 
roads that under other circumstances never would have 
been contracted. This is an additional reason why the 
St. Paul’s plea should receive favorable action. It 
would save the stockholders a considerable part of the 
assessment without embarassing the finances of the 
Government which eventually would receive every 
dollar it advanced. 


On the ground that in principle it 


Voting was opposed to the state law and 
Trusts to public policy the voting trust 
Checked agreement drawn up to maintain 


the control of a certain New York 
bank in the hands of a group of officers was declared 
illegal. 

This decision is not final for it still must be passed 
upon by a higher court, yet considerable uncertainty 
now surrounds this legal expedient to centralize control 
of corporations as to whether it can withstand a legal 
attack. 


At least the courts seem to assume an attitude of 
disapproval: not on the ground that they are a scheme 
to take advantage of stockholders whom they deprive 
of their right to exercise their votes or proxies, but 
on the sound theory that the dispensal of such corpo- 
rate suffrage provides the seed for considerable abuse 
from irresponsible or predatory management. 


This thought is a sound one. Human character has 
no means of providing guarantees that it will not back 
slide. An honest management legally may not be as 
well entrenched in control of a business as is provided 
by voting trusts or non-voting stock, still it has little 
fear that it will be dethroned because stockholders can 
be depended upon to support it. While the proxy 
system of deciding upon managements and policies may 
have certain weaknesses they are less serious than the 
abuses than can creep into voting trusts and non-voting 
control. 





Improvement in the Near East 


@ What are the possibilities of profiting in foreign bonds? 


@ The situation in the Near East appears to have taken a turn for the 


better ; 


@ What about Jugo-Slavia? 


By MAX WINKLER, Ph.D. 


Manager, Foreign Dept., Moody’s Service 


HE aggregate par value of foreign 
| government, state and municipal 
loans (exclusive ot Russian and 
Mexican issues) offered for public sub- 
scription and traded in on our markets 
amounts to $3,258,779,850. Of this amount, 
Europe represents by far the largest 
amount, securities sold on behalf of that 
continent totalling $1,909,491,850, equiva- 
lent to more than 63 per cent of the total. 
South America is next in order with $533,- 
293,000 or about 18 per cent, followed by 
the Far East or Australasia with $423,- 
295,000; Canada with $225,000,000; and 
Central America, Cuba and West Indies 
with $167,700,000. 

On the basis of prices at which the 
above were originally sold, the total value 
is placed at $3,134,030,700, of which Europe 
heads the list with $1,830,145,300, followed 
by South America with $520,830,900; Aus- 
tralasia with $398,846,750; Canada with 
$220,781,250; and Central America, etc., 
with $163,426,500. 

In other words, securities of a par value 
of $3,258,779,850 (exclusive of premiums 
at which many of the bonds are redeem- 
able) were sold at a discount of about 
four per cent per bond of $1,000 par value. 

Income and Appreciation 

According to recent quotations, the total 
value of bonds sold aggregated $3,251,- 
168,450, representing an increase over the 
originally offered price of $117,137,750. 
That is to say, those who bought foreign 
bonds at the time of flotation, retaining 
them since, have not only been receiving 
a most liberal return on their investment, 
but had an appreciation in capital of ap- 
proximately four per cent. The increase 
in European loans amounts to $85,043,100 
and comprises especially Western Europe 
(with possible exception of certain French 
and Belgian loans), Central Europe, and 


particularly the Scandinavian countries. 
One section of the Old World has not as 
yet shown that appreciation in value which 
would appear to a certain extent warranted 
on the basis of improvement in financial, 
economic and last, but by no means least, 
in political conditions. This section, 
known as the Balkan Peninsula or the Near 
East, is ordinarily spoken of—and some- 
times rightly so—as the “Powder Maga- 
zine of Europe.” A careful study of re- 
cent events leads us to believe that the 
situation has taken a turn for the better 
and that investments of funds in this part 
of Europe through the purchase of bonds 
or participation in industries, if done with 
care, is likely to prove profitable. Of Bal- 
kan issues, those of Jugo-Slavia are per- 
haps best known in this market. In view 
of this fact and also because of the prob- 
ability of further large financing for the 
Kingdom, a discussion of conditions in the 
country should prove of interest. 
Fertile Area 

Jugo-Slavia, i.e. South-Slavia, the 
country of the southern Slavs, comprises 
within her boundaries the ancient King- 
doms of Serbia and Montenegro, and the 
former Austro-Hungarian provinces of 
Croatia, Slavonia (including part of the 
Banat), Dalmatia, Slovenia, Bosnia and 
Herzegovina, embracing an area of about 
95,700 square miles and a population of 
12,617,360, equivalent to more than 131 
inhabitants per square mile. Thus, in area 
Jugo-Slavia is almost as large as the 
states of New York, New Jersey and 
Pennsylvania combined. while its density 
of population of 131 compares with a pop- 
ulation density for the Middle Atlantic 
States of over 222, Of the total area, 
about 90 per cent is fertile, equivalent to 


about 22 acres of fertile soil to each family 
of five. 


Improvement in the country’s economic 
status is best seen from the encouraging | 
growth of its foreign trade. For 1924 the 
country reported a favorable balance of : 
trade amounting to over 1,300,000,000 © 
dinars, the first favorable balance since | 
the consolidation of the South Slavonic 7 
states into the Kingdom of Jugo-Slavia. 7 
For the first nine months of the past year, 7 
there was a relatively small adverse bal- 
ance, but figures for the entire year are ff 
expected to be satisfactory. Foreign trade 7 
figures are presented in an accompanying |” 
table (in dinars). 


Budget 


For the third consecutive year, the budget . 
of Jugo-Slavia is expected to balance. 7 
For the fiscal year ending April 30, 1926, F 
total revenues are placed at Drs. 11,910,- 4 
000,000, expenditure being estimated at the e 
same figure. For the fiscal year 1924-25, § 
there was a surplus of Drs. 611,000,000. 
Comparative statistics of receipts and ex- FF 
penditures for the past several years are 
presented in the accompanying table (in | 
dinars). 


The Dollar Loan 


Some four years ago, Jugo-Slav bonds 7 
were introduced to the American investor 4 
in the form of a $25,000,000 issue, carry- f 
ing interest at the rate of eight per cent 
per annum, and issued at a price of 95% | 


per cent. Although I did then—as I do F 
now to an even more marked degree— © 
consider the obligation reasonably secure = 
as to principal and interest, I was never- 
theless of the opinion that they were de- Ms 
cidedly over-priced at the offering figure 
My reasons for this view were, in the 
main, as follows: & 
1. The Jugo-Slavia eight per cent Dol- 
(Please turn to page 416) 








Foreign Trade 


Year 
1919 
1920 
1921 
1922 
1923 


Exports 
776,949,248 
TE 1,320,606,055 


8,048,844,000 

SS Rene 9,538,776,000 

1925 (Jan-Sept )6,706,040,000 
tExcess of Exports. 
*Surplus. 








Imports 
2,972,886,325 
3,487,996, 160 
4,122,097 ,642 
6,441,876,000 
8,309,640,000 
8,221,740,000 
6,761,175,000 


and 


Excess of 
Imports 

2,195,937,077 
2,167,390,105 
1,661,360,080 
3,370,342,000 
260,796,000 
$1,317 ,036,000 
55,135,000 


Year 


1921 


1922-23 
1923-24 
1924-25 
1925-26 


Revenue 
458,867,575 
SD. <aniatitteningsinan 1,284,141,600 
4,236,900,000 
| 6,257,577 ,805 
6,934,946,863 
8,935,426,820 
11,190,000,000 10,579,000,000 
11,910,000,000 '11,910,000,000 


The Budget 


Expenditure 


458,867,575 
1,284,141,600 
4,852,400,000 
6,257,577,805 
8,134,597,489 
8,853,611,029 








1,199,650,626 
*81,815,791 





aquatic = 





The Financial World F 








TH ei 


wannit, 








want 


‘orld & 








os " C4 
AG LEIGS BAF Sm SHGL) Pe 
73 


By THE OBSERVER 


Even the first quarter’s return on 


Mellon’s the Federal Income tax bears out 
View Secretary Mellon’s contention that 
Confirmed reduced levy would increase the pro- 


duction of revenues. Receipts for 
the first quarter are now estimated to be in excess by 
$20,000,000 of the Government’s estimates, and it is ex- 


pected the sum will be swelled when the returns are in. 
So far as the public is concerned taxes are unpro- 


ductive. Every dollar thus paid is removed from its 
opportunity to earn income or profit for its owner. 
It does not need the mind of a profound economist to 
arrive at this conclusion. 

There has been released this year more than a quarter 
billion dollars from taxation—a sum in itself large 
enough to act as quite a stimulant for business activity. 

Likewise it stands to reason that the larger the vol- 
ume of business the larger is the amount of gain on 
which the Government can levy a tax, which if it is 
moderate then is not burdensome. 


Whenever the annual report of the 
Steel Corporation is published sta- 
tisticians sharpen their lead pencils 
and busy themselves figuring out 
what the book value is for ics com- 
mon stock. Now that the annual statement in pam- 
phlet form is available we are again hearing on this 
subject. 

One of these authorities places a book value of $280 
a share. This is a comfortable figure for the steel 
stockholder to look at even though he cannot secure 
anywhere near that sum in the market for his holdings. 

Only in rare cases are book values realized and this 
occurs when a purchaser appears willing to buy all 
the outstanding stock on a cash basis. Very often in 
cases of insolvency book values have disappeared and 
their places have been taken by “Irish dividends” or 
assessments, for in place of a solvent concern there is 
a bankrupt. This happened in the old. Baltimore & 
Ohio for which a book value in excess of $200 a share 
was estimated. 

Since stocks represent largely a unit of partnership 
interest in a corporation the only rational way they 
should be considered is on the basis of their earning 
power. This the stock market prefers to do when in- 


terpreting stock values. It is much safer than book 
values. 


Book 
Value 


An urgent plea is made by a com- 

Uncle Sam’s_ mittee representing the stockholders 
Rail of the St. Paul railway for the ex- 
Loans tension of the loan the Federal Gov- 
ernment advanced during the war 

period for a term of forty years and on a lower 
interest basis. That per centum the committee places 


on a basis equivalent to 4 per cent per annum. 

There are two identical bills before Congress, one 
in the senate and the other in the house, aiming to bring 
this relief to this embarassed railroad. Shareholders 
are urged to write their congressman and senators seek- 
ing their support. There is so much justice in this 
position that it is difficult to assume any other action 
on the part of Congress. 

The Government’s claim against the St. Paul is a 
secure one, much more sound in our opinion than are 
some of its claims against foreign governments. Yet, 
they have received more lenient treatment on the theory 
one cannot collect more than the debtor can pay. 


It must be remembered that the Government took 
over the operations of the railroads as a war measure 
and during this period expenditures piled up on the 
roads that under other circumstances never would have 
been contracted. This is an additional reason why the 
St. Paul’s plea should receive favorable action. It 
would save the stockholders a considerable part of the 
assessment without embarassing the finances of the 
Government which eventually would receive every 
dollar it advanced. 


On the ground that in principle it 


Voting was opposed to the state law and 
Trusts to public policy the voting trust 
Checked agreement drawn up to maintain 


the control of a certain New York 
bank in the hands of a group of officers was declared 
illegal. 

This decision is not final for it still must be passed 
upon by a higher court, yet considerable uncertainty 
now surrounds this legal expedient to centralize control 
of corporations as to whether it can withstand a legal 
attack. 


At least the courts seem to assume an attitude of 
disapproval: not on the ground that they are a scheme 
to take advantage of stockholders whom they deprive 
of their right to exercise their votes or proxies, but 
on the sound theory that the dispensal of such corpo- 
rate suffrage provides the seed for considerable abuse 
from irresponsible or predatory management. 


This thought is a sound one. Human character has 
no means of providing guarantees that it will not back 
slide. An honest management legally may not be as 
well entrenched in control of a business as is provided 
by voting trusts or non-voting stock, still it has little 
fear that it will be dethroned because stockholders can 
be depended upon to support it. While the proxy 
system of deciding upon managements and policies may 
have certain weaknesses they are less serious than the 
abuses than can creep into voting trusts and non-voting 
control. 

















Among the Bulls and Bears 


(Continued from page 404) 














International Harvester— 
Rating “A” 

International Harvester reports $14.82 
earned on the common stock in 1925, com- 
pared with $8.81 in 1924. The spring bus- 
iness is reported to be excellent and the 
company is confident that it will win in 
the litigation which the Government has 
started against it under the anti-trust law. 


eral taxes, of $487,326, equal to $6.01 per 
share on the 81,000 shares of capital stock 
outstanding on Dec. 31, 1925, compared 
with 300,493 in 1924 or $4.30 on the 70,- 
000 shares outstanding Dec. 31, 1924. 
Although there was a decrease in the 
gross volume of sales, net operating profit 
of $219,357.62 in excess of that of 1924, 
regardless of the decrease in volume was 


, Teported, 


Kelsey Wheel— 
Rating “A” 

Kelsey Wheel reports $11.99 a share 
earned on its common stock in 1925, com- 
pared with $9.49 in 1924. The company 
continues in excellent financial condition. 


Lorg Bell Lumber— 
Rating “B” 

Long Bell Lumber reports a net profit 
of $4,812,000 in 1925, compared with $4,- 
006,000 in 1924. This was equal to nearly 
$8 a share on the Class A stock and to 
$4.23 on the combined class A and B 
stocks. The company is continuing its 
Northwest development, which was car- 
ried on its books at slightly more than 
$28,000,000 in 1924 and is now carried on 
its books at $35,000,000. 


Manhattan Electric— 
Rating “B” 

Manhattan Electrical Supply Company, 
Inc., country-wide manufacturers and dis- 
tributors of electrical merchandise, made 
public the annual report of the company 
showing for 1925 net profit, after all de- 
ductions, including depreciation and Fed- 








Brown Company 


First Mortgage 
514% Bonds 


Due April 1, 1946 


Founded in 1852. Larg- 
est producer in United 
States of wood pulp and 
wrapping paper. 

Funded debt, $20,000,000. 
Fixed properties ap- 
praised at $73,000,000. 


Net current assets nearly 
$16,000,000. 


Price 97 and interest, 
To yield 5.75% 


Descriptive circular on request 


Harris, Forbes & Co 


Pine St., Cor. William 
NEW YORK 




















May Department Stores— 
Rating “A” 

May Department Stores reports $12.39 a 
share earned on its $50 par value common 
stock in 1925, compared with $10.64 in the 
previous year. 


Midcontinent Petroleum— 
Rating “C” 

It is estimated than Midcontinent Petro- 
leum will show around $4.75 a share earned 
on its common stock, in 1925, compared 
with 89c. a share in 1924. It is figured 
that from a net of $16,000,000 about $8,- 
600,000 will be charged to depreciation, 
depletion, abandoned wells, etc. The com- 
pany is reported in a strong current asset 
position. 


Otis Elevator— 
Rating “B” 

Otis Elevator reports $12.81 earned on 
its common stock in 1925, compared with 
$11.69 in 1924. The company has been a 
beneficiary of the building boom. 


Pittsburgh Coal— 
Rating “D” 
Because of adverse conditions prevailing 
in the coal industry, Pittsburgh Coal passed 
the dividend on its preferred stock. 


Schulte— 
Rating “B” 

Schulte reports a gain of more than 
$2,000,000 in earnings in 1925, doubtless 
largely from successful real estate opera- 
tions. The real estate account stood at 
$12,000,000 in 1924 and was reduced to 
slightly less than $6,000,000 at the close of 
1925. It is probable that 1926 will show 
smaller earnings, unless some more for- 
tunate real estate deals are made. 1925 
earnings were equal to about $5 a share on 
the present outstanding common stock. 


Shubert Theatre— 
Rating “B” 

It is estimated that Shubert Theatre 
Company will show a balance of more than 
$2,000,000 applicable to its 150,000 shares 
of no par value stock. This would be 
equal to nearly $15 a share, compared with 
$7.16 a share actually earned in the prev- 


ious fiscal year. The company earned 
$6.91 a share on its common stock in the 


six months ended December 31, 1925. 


Skelly Oil— 
Rating “B” 

According to President Skelly, Skelly 
Oil has 100,000 acres in the new Pan- 
handle oil territory in Texas. Wells in 
this territory are comparatively small, but 
on the other hand drilling operations per 
well are also relatively small. 


Union Bag and Paper— 
Rating “C” 


Union Bag and Paper reports $1.52 a 
share earned in 1925, compared with $2.17 
a share in 1924. The president complains 
of overproduction in the industry. 


Weber & Heilbroner— 
Rating “A” 

Weber & Heilbroner reports $6.31 a 
share earned in 1925, compared with $6.44 
earned on a somewhat smaller capitaliza- 
tion in 1924. 


Wright Aeroplane— 
Rating “B” 

Wright Aeroplane showed a good profit 
in 1925, when $2.85 a share was earned on 
its common stock, compared with $1.70 in 
1924. About 80c. a share of this income 
came from “other income,” presumably the 
interest on the investments which are held 
in connection with Government claims. 





Railroads 


Atchison— 





Rating “A” 

Atchison reports $17.19 a share earned 
on its common stock in 1925, compared 
with $15.46 a share on 1924. In each of 
the last three years the road has carried 
more than $21,000,000 to surplus, or a total 
of $30 per share of common stock in sur- 
plus earnings. 


Atlantic Coast Line— 
Rating “A” 

Without allowing for its equity in sub- 
sidiary companies, Atlantic Coast Line re- 
ports $29.92 a share earned in 1925, com- 
pared with $19.34 in 1924. Including the 
equity in subsidiary earnings, it is prob- 
able that around $33 a share was realized 
last year. 


Erie— 
Rating “B” 

Reports that Erie might inaugurate divi- 
dends on its first preferred stock resulted 
in an advance therein. It is becoming 
more probable that the Van Sweringens 
will make another effort at a merger and 
it is also probable that Erie first preferred 
will be given better consideration therein. 


Louisville & Nashville— 
Rating “A” 


Reflecting the high rate of prosperity in 
the South, Louisville & Nashville reports 
$15.98 a share earned on its common stock 
in 1925, compared with $12.07 in 1924. 
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KEEN 
A student of 
human 
nature once re- 


marked “that you 
cannot prevent a 
fool ‘from part- 
ing with his 
money.” My ex- 
perience with in- 
vestors some- 
times makes me 
think that this 
observation of the 

. perversity o f 
some of them is not far out of line with 
the truth. The other day representatives 
of the attorney general’s office attended a 
meeting of Victor Page Motors Corpora- 
tion for the purpose of finding out certain 
facts regarding its financing. Their pres- 
ence almost started a small riot. Stock- 
holders resented this intrusion acting as if 
the state was conspiring to ruin the com- 
pany when it was only trying to protect 
the investors. Confronted by such an atti- 
tude while in the performance of their 
duty is discouraging. One can well ask 
what is the use?—and then the reassuring 
thought comes that there are enough in- 
telligent investors who are willing to take 
advice to make constructive work worth- 
while. 





* * * 


HENEVER the goose hangs high 

and the horizon is clear and in- 
vigorating the human croakers do not come 
out with their dismal chantings. Some- 
what on the order of the frogs who wait 
until the darkness of the night provides a 
proper setting for their noise. However 
let a depression set in or a temporary re- 
action occur and from the hidden recesses 
will appear calamity howlers predicting 
dire happenings. Down at Washington be- 
fore a committee of Congress one of them 
painted a blue picture of the results which 
would follow the great economic war the 
country was entering upon—according to 
his opinion. I am satisfied to leave it to 
the skill and genius of American business 
to meet successfully any competitive war 
they may face as the result of European 
rivalry. 

x * * 


¢ \ UR easy credit conditions must not be 

taken as a sign of a serious business 
reaction. The more sound view is that 
it is typical of the prevailing policy of 
hand to mouth buying which does away 
With the necessity of carrying large in- 
ventories for a considerable number of 
merchants. Heretofore, when such was 
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not the custom, much of our liquid capital 
was tied up in inventories. Then again the 
financial status of the nation has under- 
gone a tremendous change. We are no 
longer the debtor country but have bil- 
lions invested on which it is estimated we 
are receiving in interest almost a billion 
a year without our working for it. This 
puts us as a nation somewhat in the cate- 
gory of the rich man who does not work 
but lives on his income. Easy interest 
rates just now indicate we are following 
the conservative course without inflation. 
Business is more wholesome when this 
situation prevails. 
x * x 

NOTHER independent, the General 

Petroleum Corporation, has been 
adopted by one of the Standard Oil fam- 
ilies. In this instance it is the New York 
member of this group that has taken it 
into its fold. With the acquisition of this 
California company the Standard Oil of 
New York takes second rank in point of 
capital and resources among the Rocke- 
feller companies. Farsighted oil men 
realize that the future of their industry 
largely hinges upon centralization for 
when this step is brought about produc- 
tion can be better controlled and the »il 
market stabilized. Consumers would bene- 
fit by this policy for then they will be 
assured of a uniform market. 


* ok * 
TTORNEY General Ottinger has 
drawn the first blood from the 


attack recently launched to upset the Mar- 
tin law on the ground that it trespasses 
upon the constitutional rights of citizens. 
His victory is in the form of a ruling 
by the Apellate division of the Supreme 
Court of the Second district holding 
brokers liable even if they don’t know a 
stock is a fake. This ruling if it is up- 
held by the Court of Appeals enables the 
state to proceed against promotions to 
check them without first having to go 
through the long drawn out policy of first 
establishing their fraudulent nature. The 
Martin law was intended to be more of a 
preventive of fraud than a punitive agency 
for punishment. This is as it should Le 
for its value lies in its ability to lock the 
stable door before the horse is stolen. 
Frauds are not afraid of the crifminal 
laws for they expect sooner or later to 
face punishment—they fear more a law 
that prevents them from starting. 
* * * 


ROM several communications I have 
F received from investors who deal in 
large sums with brokerage houses I glean 
that quite a number of them are nursing 
financial bruises from which it will take 
them some time to recover. These con- 
cerns misread the market almost as badly 
as did investors inexperienced in economics 
and fared equally when it came to count 
up the losses. I am told of one particular 
concern which stood a loss of more than 
$70 a share in a utility pool which it 
sponsored. If there is any comfort, the 
public can draw it, the fact remains that 
they have had plenty of company in the 
recent market break. 














Facts and Opinions 
Condensed 


Ten minutes a week, if you read 
The Bache Review, will keep you 
informed on the main subjects, 
important to your own business, 
which affect the commercial and 
financial situation. 


Readers of the Review are invited 
to avail themselves of our facili- 
ties for information and advice 
on stocks and bonds, and their 
inquiries will receive our careful 
attention, without obligation to 
the correspondent. In writing, 
please mention The Bache 
Review. 


Sent for three months, without charge 


J. S. BACHE & CO. 


Members New York Stock Exchange 
42 Broadway New York 





























DIVERSITY 


@ An investment list all 
in one industry is un- 
sound. An income all 
from one company, no 
matter how strong, is an 
unsafe income. 


@ The practical applica- 
tion of that principle in 
making Sound invest- 
ments and securing Safe 
incomes is a large part 
of our Service. 


@ Ask us to analyze 
your list from this point 
of view. 


C. M. KEYS & CO. 


60 Broadway New York 























Points on 
Trading 


and other valuable information for 
investors and traders, in our help- 
ful booklet. 


Copy free on request. 
Ask for Booklet K 


Accounts carried on conservative 
margin 


(HISHOLM & (HAPMAN 


Members New York Stock Exchange 


52 Broadway, New York 


Philadelphia Office, Widener Bldg. 
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Vertientes Sugar Company 
First Mortgage 7% Gold Bonds 


Due December 1, 1942 


During 1925 the productive capacity of the Company’s mills 
was increased more than 50%. 
ent crop is expected to exceed 1,100,000 bags. 


Price to yield about 7.07% 


The National City Company 


Main Office: National City Bank Bldg., New York 
Uptown Office: 42nd Street at Madison Avenue — 


Short Term Notes 


Production from the pres- 
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thought stocks were a purchase. 
were a sale. 


again short sales were advised. 


Stocks since have broken, badly. 
today down 20, 30 even 60 points. 


served for distribution, free. 





Are Stocks Again a 
Purchase? 


This is the same question we raised in the Financial World Feb. 20. 
We said no, stocks were not a buy, instead they 


Hence sales were recommended—short sales also. 


Numerous 
Are they a buy, now? 


The most important question facing investors, this is. 
recommendations has just been prepared for clients. 
vising all stocks to be closed out close to the top and likewise short sales close to the 
top, this present market forecast also should prove valuable. 
Simply address 


American Securities Service, Suite 837, Corn Exch. Bank Bldg., New York 








Many then 


At the top of the rally March 12 


issues—even high grade issues—are 


_ Clear-cut answer, with definite 
Since this is the only Service ad- 


A few extra copies re- 


























Chile Copper 
(Concluded from page 398) 
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process on a gigantic scale in nine con- 
crete tanks having a capacity of 10,000 
tons of ore each. A feature of Chile’s 
operations is that no refining process is re- 
quired as the ore is free from impurities. 
The copper bars, or Chile pigs as they 
are termed in London, are unusualy pure 
averaging around 99.95 per cent copper, 
and because of their quality and appearance 
command a slight premium in the English 
market. 

In 1924 Chile Copper produced 212,325,- 
972 pounds of copper at a cost of 7.9 cents. 
Earnings were somewhat less than in the 
previous year because of the lower average 
selling price of the metal and equalled $2.59 
a share. Production in 1925 on the basis 
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of the first nine months’ report is esti- 
mated at close to 220,000,000 pounds and 
profits as $2.68 a share. © 

Dividends were started March 22, 1923 
and have been maintained at the annual 
rate of $2.50 and total about $35,000,000. 

Plans are being carried through at the 
company’s properties to effect additional 
economies, to insure a regular and depend- 
able production and to balance the various 
units of the plant for an annual output of 
240,000,000 pounds of copper. Consider- 
ing the $35,000,000 of bonds converted 
Chile Copper will have outstanding 5,400,- 
000 shares of stock. Productive capacity 
therefore figures 44 pounds of copper per 
share annually. With a 7-cent cost profits 
on a 14-cent metal market would be equiv- 
alent to $3.08 a share; on 141%4-cent metal, 
$3.30; and on 15-cent metal $3.52 a share. 

Chile Copper, however, has greater po- 
tential earning power than this. An ex- 
tension of capacity to 300,000,000 pounds, 


or better, per annum can be accomplished 
with reasonable capital expenditure. The 
company’s ore reserves and the nature and 
location of the deposits would permit an 
annual output of one-half billion pounds 
of copper or even more, but of course a 
good deal of new money would be re. 
quired to reach such an objective. 


Right now, however, Chile Copper is 
earning just over its dividend requirements 
or around eight per cent on the present 
market value of its shares. The margin 
is closer than would be thought safe in 
most industrial or commercial enterprises, 
There is a factor of stability, however, 
about the operations of a big copper, and 
about those of Chile Copper in particular, 
that make the dividend appear fairly se- 
cure. Another fact to be considered is 
that Anaconda is in control, and needs the 
$5,500,000 which it receives as annual divi- 
dends on its Chile stock, to meet the in- 
terest charges on the bonds issued to 
finance the purchase. Thus minority stock 
holders in Chile occupy a preferred posi- 
tion in that they are likely to receive just 
as large dividends as_ earnings 
warrant. 

Chile Copper offers an attractive yield 
at the present market and, in our opinion, 
is one of the sound securities of the copper 
industry with constructive future prospects. 


will 








U. S. vs. Bethlehem 
(Concluded from page 403) 




















cent preferred stock financing. The pre- 
ferred stock of Bethlehem (which the 
company sells its employees) appears to be 
reasonably safe as to dividend. 

It is quite obvious that the common 


stock of Bethlehem is in a highly specu-. 7 


lative position and that dividend resump- 
tion quite likely is rather remote. Under 
existing fundamental conditions it does not 
appear attractive. The common stock of 
U. S. Steel is to a less extent also in a 
speculative position as the yield is less than 
6 per cent and as earnings were but 10 per 
cent of current price in 1925, a record 
breaking year in the steel industry. Of 
course the book value is around $270 per 
share and the cash position is strong but 
after all investment values are determined 
by the yield that current and probable net 
earnings will make possible. It may well 
be that when interest rates are lower at 
some time in the future that U. S. Steel 
common will be entitled to sell around cur- 
rent price levels on a strictly investment 
basis. For the present there are better 
yields with better earnings compared to 
market price available which should be 
given preference by the investor. 


L). 


A Valuable Help 
Have been reading THE FINANCIAL 
Worip for about three years and have 
found it a valuable help. I wouldn’t be 
without it. — N. E. D. 
“Tell your friends they need it” 


The Financial World 
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Investment Suggestions 





We Recommend 


Arkansas Light 


& Power Company 
Preferred Stock 


Price to yield 7% 





International Power 
Securities Corp. 
7% Secured Gold Bonds 


(With Stock Purchase Warrants) 
Due January 1, 1936 


Price to yield 7% 


Circulars upon request 


Mc DONNELL & (0. 


120 BROADWAY 


NEW YORK 
Members New York Stock Exchange 


San Francisco 
































STOCKS 


| Carried on conservative margin 
| 


H. F. McCONNELL & CO. 


| Members New York Stock Exchange 
(Established 1908) 
| 150 B’way, N. , Tel. Rector 2100 
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‘4 The Start of \ 
a Bear Market 


Whatdoestherecentaction 
of the stock market indi- 
cate? Will investors who 
hold stocks see their profits 
continue to vanish in a 


prolonged and drastic price 
decline? 


Read the latest Brookmire 
Bulletin. In it is given in- 
formation anyone now 
owning. securities should 
have. A copy free. Mail 
the coupon. 
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No Easy Profits 

J. S. Bache & Co., in their latest review, 
say: 

The vast figures of production and dis- 
tribution in the United States during 1925 
would lead to belief of fabulous profits 
here, if it were not that while actual re- 
sults on the whole were satisfactory— 
and in some cases highly satisfactory— 
the statements of a number of the larger 
concerns show that the percentage of in- 
crease in profits was not at all commen- 
surate with the immense volume of busi- 
ness transacted. 

A prominent example is that of the 
United States Steel Corporation, whose 
shipments during 1925 amounted to 13,- 
388,846 tons compared with 11,526,890 tons 
in 1924. This was a gain of 16 per cent. 

But net profit in 1924 was $85,067,000, 
and in 1925 was $90,602,000—an increase 
of only 6 per cent. 

As showing, however, in a more strik- 
ing way that industry in these latter days 
of the first quarter of the century has to 
work much harder than it did when the 
century first began, is the comparison of 
U. S. Steel’s last year’s profits with those 
of that earlier period. 1902 was the first 
full year of U. S. Steel’s existence and 
its aggregate assets have increased since 
then around a billion dollars, with pro- 
duction capacity 118 per cent greater. 

And yet in that earlier year its profits 
were $90,306,000—only $300,000 less than 
the $90,602,000 of last year. 


-) 


Sell Tidewater Stock 

The initial step in financing the $240,- 
000,000 consolidation of the Tide Water 
and Associated Oil properties was con- 
cluded when an underwriting group of- 
fered $46,000,000 of 6 per cent preferred 
stock of the successor company to he 
known as the Tide Water-Associated Oil. 

Blair & Co., Inc., headed the financing 
group. Associated with them were Brown 
Brothers & Co., Hayden Stone & Co., Mit- 
chell Hutchins & Co., Blyth, Witter & 
Co. and Anglo London Paris Company. 

The second phase of the financing will 
take form in the public sale of a block 
of the company’s common stock later. 
Together the two will give effect to the 
consolidation of oil properties into a coast- 
to-coast system for the first time in Amer- 
ica since the historic Standard Oil dis- 
solution in 1911. 

The preferred stock sold is convertible 
into common at $50 a share, or one share 
preferred for two of common. 

Stockholders of the two companies have 
assented to the merger by depositing their 
old securities for those of the successor 
company. Approximately 80 per cent of 
Associated Oil stock and 75 per cent of 
Tide Water stock have accepted the ex- 





change. 
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Prizes It 
I enclose check for subscription for one 
year for a paper which I prize highly. 
N. B. 
“Tell your friends they need it.” 
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A BOOK 
OF REAL MERIT 


The Real Estate 


Educator 


The New Edition 
contains the Fed- 
eral Farm Loan 
System. How to 
Appraise Property, 
How to Advertise 
Real Estate, How 
to Sell Real Estate, 
The Torrens Sys- 
tem, Available U. 
S. Lands for Home- 
steads, The A B C’s 
of Realty and other 
useful information. 
208 pages, cloth, $2.00 postpaid. 
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Borden 
THE BorpEN CoMPANY 
We have prepared an 
analysis of this Company’s 
1925 Operations 
Remarkable Growth 
Established Earning Power 
Strong Financial Position 
Enviable Dividend Record 


Conservative Management 


Write for Analysis No. 1704 


Spencer Trask & Co. 


25 Broad Street, New York 
LBANY BOSTON CHICAGO 
"ROVIDENCE PHILADELPHIA 


Members New York and Chicago 
Stock Exchanges 






























Brooks BONDS 


Yielding 6% to 7% 


Send for Booklet “‘F” 
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INGOR PORATED 
Established 1907 
115 Broadway 60 State St 
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It all depends 
on you! 


D ON’ T neglect the 


profit possibilities still 
left in this Market. 


Our analysis of stock val- 
ues has resulted in a list 
of eighteen securities which 
we are recommending for 
purchase at right prices. 


FiLL IN THE COUPON 


There is no charge for 
this trial copy 


Th cemaliBurveY 


Nottingham Bldg., D-12, Boston, Mass.. 
U 7 = . —_ ¥ 
Please send free survey offered above 
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Railroad Mergers 
(Concluded from page 399) 
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properties with an estimated valuation of 
$100 or more per share of common stock 
outstanding, Lehigh Valley must dispose 
of its Coxe Bros. Coal holdings estimated 
to be worth around $10 per share, Erie 
has its very important anthracite hold- 
ings of large but unknown value, Lacka- 
wanna has its Glen Alden bond and other 
investment holdings and Baltimore & 
Ohio still has its Reading rights which 
figure around $6 per share of common 
to dispose of. 

Most of the dividend paying stocks of 
the roads involved are selling on an invest- 
ment basis and to some extent on a specu- 
lative basis. Dividend increases appear 
probable in B. & O. and Pennsylvania. 
These are necessary if either of these 
roads are to do any stock financing and 
also if B. & O. exchanges its stock for 
Reading or Pennsylvania exchanges its 
stock for Norfolk & Western. On the 
basis of earnings compared to market 
price none of the stocks can be regarded 
as high with the exception of Lackawanna 
and Lehigh and both of these roads 
have important outside holdings, are in 
remarkably fine physical condition and oc- 
cupy very important strategic positions 
in the eastern trunk line situation. 


Speculating in Erie 

The only important straight out specu- 
lative situation is to be found in Erie. 
Regardless of mergers the bonds are rea- 
sonably safe and selling on an attractive 
yield basis. The first preferred stock is 
unquestionably entitled to better consid- 
eration than equality with the second pre- 
ferred such as was proposed in the Nickel 
Plate merger and with peace in the anthra- 
cite industry there is no reason why even 
if no merger takes place consideration to 
dividend inauguration should not be given 
on this issue. It has received dividends 
in the past when the second preferred 
received nothing and the earnings applic- 
able to it have been going to the benefit 
of junior stockholders. While the Erie 
stocks will doubtless be susceptible to 
general speculative market conditions they 
are now selling on a basis which appears 
to eliminate any merger possibilities and 
with earnings favorably defined and with 
reinauguration of merger possibilities in 
prospect which will have to accord con- 
sideration to its anthracite properties. The 
man who is willing to ignore temporary 
market fluctuations and assume some spec- 
ulative risk would be on a sound long term 
basis in the Erie situation in my judgment. 
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Of Great Value 
I have been a recent subscriber to your 
magazine and I must: say the information 
imparted has been of great value to me 
at this time. ee 2 


“Tell your friends they need it” 














Prices to yield 4.15% to 4.20% 


Prices to yield 4.00% to 4.10% | 






Exempt from all Federal 
Income Taxes 


Dayton, Ohio, 4s 


Due September 1, 1930-1940 


San Francisco, Cal., 5s 
Due March 1, 1946 
Price to yield 4.40% 


Yonkers, N. Y., 4%s 3 


Due April 1, 1929-1964 





Send for Circular G-30 
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National Electric 
Power Company 








Securities of the 


controlling public 
utility properties 
serving 1,125,000 
people in 12 States, 
afford unusual invest- 
ment opportunities. 


Inquiries gladly answered 
Ask for Letter Y-603 


AC.ALLYN*» COMPANY 


INCORPORATED 
67 West Monroe Street, 


New York 
Boston 


Chicago 


Philadelphia Milwaukee 
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Bond Market 
(Continued from page 405) 
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callable issue may prove a difficult bar- 
rier to future financing, and at any rate 
may force prolonged payment of excessive 
interest during a period of low interest 
rates. The following is a list of issues 
falling in this category, all high coupon, 
and of medium short maturity, where the 
continuance of a liberal current return is 
assured to maturity, but little or no ap- 
preciation in price, due to the amortizing 
of the present premium. 

Canadian Nat’l Ry. Eq. 7s, 1935. 

Central Steel Co. Ist 8s, 1941. 

Chicago & Northwestern 6%s, 1936. 

Cuba R. R. 7¥%s, 1936. 

Grand Trunk Ry. Eq. 6%s, 1936. 

Great Northern, gen. 7s, 1936. 

Kansas City Electric Power Ist 6s, 1937. 

Pacific Gas & Electric 6s, 1941. 

Pennsylvania R. R. 6%s, 1936. 

State of Queensland 7s, 1941; 6s, 1947. 

San Joaquin Lt, & Pr. 6s, 1952. 

Southern Ry. dev. & gen. 614s, 6s, 1956. 

Union Oil of Cal. 6s, 1942. 

U. S. Rubber 7%s, 1930. 

Western Union Telegraph 6%4s, 1936. 

The following are issues possessing high 
call prices, or non-callable up to a certain 
date. 

American Gas & Electric deb. 6s, 2014.* 


American Power & Light deb. 6s, 2016.* 

Cleveland El. Ill. Co. deb. 7s, 1941. 
Callable at 105 from Aug. 1, 1931, to 
1936, etc. 

Cuban Telephone 7%s, 1941. Callable at 
10744 from Sept. 1, 1931, to 1936, etc. 

Delaware & Hudson, 5%s, 1937. Call- 
able at 105 from May 1, 1932. 

Fisk Rubber 8s, 1941. Callable at 11714 
from Sept. 1, 1931, to 1936. 

Kansas Gas & Electric deb. 6s, 2022.* 

Manila Electric 7s, 1942. Callable at 
115 to May 1, 1937. 

Ohio Public Service Ist ref. 7s, 1947. 
Callable at 120 to Feb. 1, 1932, etc. 

Ohio Public Service Co. 7%s, 
Callable at 110 Oct. 1, 1931. 

Ohio Power Co. deb. 6s, 2022.* 

Nebraska Power Co. deb. 6s, 2022.* 

Penna. Ohio Electric 6%4s, 1938. Call- 
able at 110, 

Southwestern Pr. & Lt. deb. 6s, 2022.* 

Texas Pr. & Lt. deb. 6s, 2022.* 


1946. 


Desirable Exchange 


The bonds in this classification would 
be considered as having favorable call fea- 
tures and from the list it will be possible 
to select many desirable exchanges for 
holdings selling on an unfavorable basis 
with respect to their redemption pro- 
visions. Those marked with *, the 100- 
year debentures of the Electric Bond and 
Share groups, are all callable at 110. We 
consider the majority of these issues very 
desirable investments at existing prices. 


March 27, 1926 


Bethlehem Retires Stock 

All of the outstanding 8 per cent pre- 
ferred stock of the Bethlehem Steel Cor- 
poration has been called for retirement on 
July 1, 1926, at $115 a share and accrued 
dividends, as a result of action taken by 
the directors at a special meeting this week. 
Retirement of this stock is in line with 
the policy adopted by the management some 
time ago to simplify the company’s capital 
structure. 

Following the retirement of the 8 per 
cent preferred stock the company will have 
only two classes of stock outstanding, the 
7 per cent preferred and the common 
stock. In 1922 the company had five sep- 
arate stock issues outstanding. They were 
8 per cent preferred, 7 per cent preferred 
non-cumulative, 7 per cent preferred cumu- 
lative, common, and Class B common. 

The official announcement of the calling 
of the 8 per cent preferred stock for re- 
demption on July 1, at $115 a share, in part 
says: “The corporation is offering to pur- 
chase the 8 per cent preferred stock before 
that date at its redemption price, with ac- 
crued dividends from April 1, 1926, to the 
date of the surrender of the certificates. 

“The 8 per cent stock now outstanding 
is part of an issue of $30,000,000 sold in 
1917. It is a first preferred stock, being 
preferred as to dividends over all other 
classes of stock of the corporation. Ap- 
proximately $25,000,000 of the stock had 
been exchanged for 7 per cent preferred 
stock of the corporation to the closing of 
the transfer books on March 6, 1926. Asa 
result of the retirement by purchase or re- 
demption of the balance on or before July 
1, the 7 per cent preferred stock will be- 
come the only class of preferred stock of 
the corporation. It is followed by approxi- 
mately $180,000,000 of common stock.” 
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Pennsylvania to Electrify 


Plans for early electrification of the 
lines between Philadelphia and West 
Chester and Philadelphia and Wilmington 
has been announced by the Pennsylvania 
Railroad. This is part of the Pennsyl- 
vania’s general program for the ultimate 
electrification of all suburban lines in the 
Philadelphia district which is scheduled for 
completion in 1927. 

The board estimates that the total cost 
of the Wilmington and West Chester 
projects will approximate $10,000,000 ex- 
clusive of new cars required. The board 
authorized last fall an expenditure to place 
under ground all telegraph, signal and tele- 
phone wires on the Philadelphia Terminal 
Division and the Maryland Division be- 
tween West Philadelphia and Wilmington. 
This step was preparatory to electrification, 
as the removal of wooden poles and wires 
is required to make way for steel bridges 
to carry the overhead contact wires. 

Electrification of the lines to Wilmington 
and West Chester constitutes the most ex- 
tensive project of its kind on the Pennsyl- 
vania. It involves four tracks between 
Philadelphia and Wilmington, with double 
and single track sections between Philadel- 
phia and West Chester. 


WHAT ABOUT 
OIL STOCKS 
NOW? 


Oil stocks, as a group, have declined less 
than any other section of the market. They 
have shown individual strength. 

Why? Because of the decline in oil pro- 
duction over the past year and the favorable 
developments expected from recent consolida- 


“A BUY NOW? 


Is this situation of declining production and 
controlled production through consolidation 
sufficiently sound to warrant buying oils, 
RIGHT NOW? Are further consolidations 
ahead in which other stocks should follow 
the lead of issues like General Petroleum, 

Or, have the favorable effects of both the 
decline in production and the consolidation 
been fully recognized? Will the oils now 
follow the trend of a general bear market? 

A complete discussion, with specific recom- 
mendations to take advantage of conditions 
ahead, is given our clients in a NEW analysis 
of the oil situation, just prepared. A few 
copies are available for FREE distribution. 


Simply ask for FWM-27 
American Institute 
of Finance 


141 Street, Boston, 


Milk Mass. 








What Every 


Security Holder 
Should Have 


We have prepared a booklet containing 
Customers’ Securities Records as well 
as our individual suggestions as to 
trading methods and will be pleased to 
send a copy to any reader of The 
Financial World on request. 


Ask for F.W.-1 


McCLAVE & CO. 


f N. Y. Stock Exchange 
Members) N. Y. Cotton Exchange 


67 Exchange Place New York City 
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Curb Securities Bought or Seld for Cash 
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John Muir & @. 
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New York Stock Exchange 
New York Cotton Exchange 
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Associated Gas and Electric 
System 


Founded in 1852 


$17,000,000 tor New Construction 


The vigor of an industry is measured to a large extent 
by the upkeep and enlargement of its plants and facili- 


The electric light and power industry, with a physical 
value estimated at $7,500,000,000, spent during 1925 for 
additions and extensions approximately $600,000,000, or 


The Associated System invested during the same year 
$17,000,000 in new construction and equipment, or 10.1% 
of the physical value of its properties. 
26% greater than that for the industry as a whole. 


These extensions and improvements were made in 
order to meet the rapidly growing demands for service. 
Among the chief construction activities.were those in con- 
nection with the erection of transmission lines in New 
York State, the hydro-electric development in Pennsyl- 
vania and Maryland, and the enlargement of the electric 
generating and distributing capacity on Staten Island, New 


The Associated management endeavors at all times to 
furnish adequate service and to keep pace with the grow- 
ing needs of the communities served. 


For information concerning facilities and securities of the 


Associated Gas and Electric Company 


Write to its subsidiary and ask for our booklet, 


3 ee = Associated Gasfand Electric Securities Company 


J 61 Broadway 


This increase is 


“Interesting Facts.” 


INCORPORATED 


New York 














Auto Production Slackens 

First signs of a decrease in automobile 
production have come, although the falling 
off is noticeable, it is not widespread or 
heavy enough to influence the total daily 
output of factories to any alarming degree, 
according to the current issue of Automo- 
tive Industries. 

‘General agreement has been voiced that 
widening of production has proceeded to 
its limit and that the time has come when 
retail dealers may sell out accumulated 
stocks. 

In commenting on the situation Auto- 
motive Industries says: 

“Truck and bus production and sales are 
continuing at record levels for most of the 
manufacturers. This branch of the indus- 
try has never had a better outlook than it 
has now. The new attitude of many of the 
largest railroads toward trucks and buses 
is proving of immense benefit. Not only 
have attacks on truck and bus operation 
been discontinued, but the railroads in 
many instances have programs for replace- 
ment of short-haul freight and passenger 
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lines more extensive than is generally real- 
ized.” 

The industry is unusually 
sound, except for heaviness in a few quar- 
ters, in new and used car stocks. One fea- 
ture of the situation is a rebellion against 
exceptional liberality in time-sales terms, 
which has definitely set in, dealers, manu- 
facturers and the better finance companies 
being united in opposition to unsound 


automobile 


terms. 





Island Creek Coal Profit 

In its report for 1925 the Island Creek 
Coal Company shows a net profit of $2,210,- 
909, after charges and taxes, equivalent, 
after preferred dividends, to $16.09 per 
share (par $1) earned on 118,801 shares of 
common stock. In 1924 the figures were 
$2,426,569, or $17.91 per share. 

The net income from coal and other 
operations was $3,736,620. Administrative 
and general expenses, miscellaneous inter- 
est, depreciation and depletion and Federal 
taxes totaled $1,525,671. Total assets, in- 
cluding cash, $833,117; accounts and notes 


receivable, $1,683,886, and coal inventory, 
$73,759, were $22,727,820. Total liabilities 
were $15,990,163. 








Credit Outlook 
(Concluded from page 400) 








ital demands for the conduct of business, 
and both, so far as I can see, will continue 
operative. Furthermore, both of these 
factors reduce the probability of specu- 
lation in or hoarding of commodities. In 
recent years capital has been largely ab- 
sorbed, not by business, but by loans made 
on collateral. It is probable that these 
collateral loans are near the peak and that 
the next broad movement in them will be 
toward shrinkage, which in turn will 
mean the release of further capital. I 
have pointed out repeatedly that the most 
important single factor bearing on secur- 
ity prices was the state of credit, present 
and prospective. I have been giving this 
very important factor a great deal of 
study recently and the more I reflect on 
it the more firmly convinced I become 
that for the next few years, we have very 
clearly defined prospects of falling inter- 
est rates, and consequently rising prices 
for long term bonds and dividend paying 
stocks. 
Favorable Development 
It naturally follows that a development 


‘ which will bring about lower interest rates 


and lower commodity prices is extremely 
favorable to public utilities and railroads. 
Just as the inflation period of the war was 
unfavorable to these classes of enterprise, 
so the reverse process is bound to work 
out favorably to them. In pre-war days 
the railroad stocks on the average sold 
above the industrials. They were given 
a much higher investment status. Today 
the railroads are selling below the indus- 
trials and are given a much lower invest- 
ment status. The prospects are becoming 
more pronounced that during the coming 
year the railroad stocks will re-establish 
themselves in their rightful place. The 
public utility common stocks have already 
more than done so. However, when it is 
considered’ that lower interest rates and 
lower commodity prices for these com- 
panies, with a fixed or limited rate of re- 
turn, mean (1) cheaper financing, (2) 
lower operating expenses, and (2) a high- 
er investment status for their securities, it 
is obvious that that side of the picture is 
favorable. On the other hand, if the same 
developments characterize industrial activ- 
ities during the coming years that have 
characterized them in the past we face the 
prospect that inventiveness will enable 
further deductions in operating expenses, 
that quantity machine production will have 
a like effect, and that consumption will be 
accelerated by price cutting so that new 
buying horizons will be reached. Thus 
the railroads and public utilities will be 
favored on the one hand by lower costs 
and on the other hand by increased traffic 


resulting from the competitive industrial 
era. 
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Subscriptions having been received in excess of the entire amount 
of this issue, this advertisement appears as a matter of record only. 


NEW ISSUE 


$2,100,000 
Pennsylvania Gas & Electric Corporation 


6% Gold Debentures, Series A 
Accompanied by Stock Purchase Warrants 


Dated March 1, 1926 


Interest payable March 1 and September 1. 
and interchangeable as to denomination. 


Due March 1, 1976 


Coupon Debentures in $1,000, $500 and $100 denominations registerable as to principal only 
Redeemable at the option of the Corporation in whole or in part on any interest date on 


thirty days’ prior notice at 105 and accrued interest to and including February 28, 1975, and at 100 and accrued interest 


thereafter. 


INTEREST PAYABLE WITHOUT DEDUCTION FOR NORMAL 


Principal and interest payable at the office of The Equitable Trust Company of New York, Trustee. 


FEDERAL INCOME TAX NOT TO EXCEED 2%. 


Upon application as provided in the Trust Agreement the Corporation will refund any taxes assessed and paid upon the income derived 
from or on the ownership of these Debentures, under the laws of any State or Possession of the United States, not in excess of 
Five Mills per annum on each dollar in principal amount to holders resident in such State or Possession. 


STOCK PURCHASE WARRANTS 


EACH DEBENTURE WILL BE ACCOMPANIED BY A STOCK PURCHASE WARRANT ENTITLING THE HOLDER 
THEREOF TO PURCHASE TWO SHARES OF THE CLASS A PARTICIPATING STOCK OF THE CORPORATION FOR EACH 
$100 PAR VALUE OF DEBENTURES AT $23 PER SHARE, THIS PRIVILEGE EXPIRING MARCH 1, 1929. 


The following information is summarized by Mr. H. A. Clarke, 
reports and other reliable sources: 


BUSINESS AND PROPERTY: Pennsylvania Gas & 
Electric Corporation, either directly or through a_ sub- 
sidiary, owns practically all of the Common stocks of a 
group of public utility companies supplying either manu- 
factured or natural gas, either at wholesale or retail, in 40 
communities in Pennsylvania and New York, and electric 
light and power, gas and street railway service in Moncton, 
New Brunswick, and vicinity. The Corporation will also 
own 75% of the Common stock of the Southeastern Ice 
Utilities Corporation, supplying manufactured ice, prac- 
tically without competition, in Winston-Salem, Statesville 
and Charlotte, N. C., and Chester, S. C., and in Ports- 
mouth and Suffolk, Va. The territories served by the op- 
erating companies have an aggregate population in excess 
of 460,000, and are the centers of important agricultural 
and industrial territories. 


SECURITY: The 6% Gold Debentures, Series A, will be 
the direct obligation of the Corporation and will consti- 
tute its only funded debt. The Debentures will be followed 


ers, and Mr: H. M. Billingsley, New York, for the Corporation. 


Vice-President from his letter to us and from auditors’ and appraisers’ 


by 92,250 shares of Class A Participating Stock and 184,- 
500 shares of Class B Stock. 


CONSOLIDATED EARNINGS: For the year ended 
December 31, 1925, the consolidated earnings of the Penn- 
sylvania Gas & Electric Corporation and its subsidiaries, 
including those about to be acquired, were as follows: 


Gross Earnings (including non-operating revenues) ........ $3,088,650 
Operating Expenses and Taxes (including current main- aaenes 


tenance and income taxes) 
Net Earnings $1,116,129 


Balance of Net Earnings (before Depreciation and De- 
pletion) after deducting annual interest charges and divi- 
dends on Preferred stocks of subsidiary companies, 
amortization, and net earnings applicable to common 
stocks, held by the public : 

—, Interest Charges on 6% Gold Debentures (this 
issue 








$ 697,468 
126,000 


The balance of Net Earnings, as shown above, is thus at 
the rate of more than 5% times the annual interest require- 
ments on all Debentures presently to be outstanding. 








All legal details in connection with this issue will be passed upon —_ approved by Messrs. Wherry & Mygatt, New York, for the bank- 
e€ properties 
Davis, Inc., New York, and the remainder by Stevens & Wood, Incorporated, New 


have been reported upon in part by Ford, Bacon & 
York. The books and accounts of the Corporation and 


its present subsidiaries for the twelve months ended August 31, 1925,and of the subsidiary about to be acquired for the year ended Decem- 


ber 31, 1925, have been audited by Messrs. Arthur Andersen & Co., New 


York. 


These Debentures are offered for delivery when, as and if issued and received by us and subject to approval of our counsel. It ts ex- 
pected that Temporary Debentures, exchangeable for Definitive Debentures when prepared, will be ready for delivery about April 9, 1926. 


Price: 9314 and Accrued Interest, to Yield about 6.45% 


A. C. Allyn and Company 


Incorporated 


The statements made above are not guaranteed, but they are based upon reports and other information which we 
believe to be entirely reliable, and upon which we have acted in purchasing these securities for our own account. 
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National Public Service Corporation 


TWELVE MONTHS’ EARNINGS STATEMENT, 
INCLUDING SUBSIDIARIES 


Period Ended December 31, 1925 





SUMMARY FROM AUDIT BY BARROW, WADE, GUTHRIE & COMPANY 


Gross Earnings, Including Other Income 


$19,888,904.23 
Operating Expenses, Including Maintenance and Taxes 


11,784,718.79 





$ 8,104,185.44 
4,082,030.75 





$ 4,022,154.69 
1,055,577.97 





NE a 4 Vavicaguavand seven neweeeeeewis Line ces Kens eae aenee 4 $ 2,966,576.72 
LESS, Minority Interest 27,096.85 





BALANCE Available from Operating Companies after all Charges and 


full Maintenance and Depreciation $ 2,939,479.87 


828,750.00 
$ 2,110,729.87 


DEDUCT, Annual Interest Requirements on $12,750,000 614% Gold Bonds 





Annual Dividend Requirements on $7,923,300 7% Preferred Stock 554,631.00 


$ 1,556,098.87 
329,894.61 


$ 1,226,204.26 





Amortization of Bond Discount and Expense 





Annual Dividend Requirements on 193,374 Shares Class “A” Common Stock 


at $1.60 per share 309,398.40 


$ 916,805.86 





National Public Service Corporation Holdings are operated 
by the . 
GENERAL ENGINEERING & MANAGEMENT CORP. 


A. E. FITKIN & COMPANY 








165 Broadway, New York 























Improvement in Near East 
(Continued from page 406) 











lar’ Bonds at 95%4 compared with an 
approximate price of 23 per cent for the 
Serbian four per cent Bonds, listed and 
traded in on the London Stock Exchange, 
and on which the service was being regu- 
larly met in sterling. Inasmuch as the 
Sterling Bonds, from the standpoint of 
specific security and guarantees, compared 
favorably with the Dollar issue, I saw no 
reason why the investor should pay such a 
disproportionately higher price for the 8s, 
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especially since the fact that the 4s were 
payable in British currency, did not, in 
our opinion, detract from the desirability 
of the issue. 

2. The Montenegro five per cent Loan 
also quoted in London was in complete de- 
fault at the time the Dollar 8s were issued, 
although constituting a full obligation of 
the Kingdom of the Serbs, Croats and 
Slovenes. ; 

3. Economic conditions in the country 
were still far from satisfactory. Foreign 
trade was heavily against the country. 
The budget showed a large deficit. Paper 
money continued to be issued without pro- 
portionate gains in the Kingdom’s metallic 
reserve. 


4. Politically, the relationship with Italy 
was highly strained and a great deal of 
apprehension was entertained lest diffi- 
culties of a more serious nature might 
arise. Even war was talked of as a possi- 
bility. 

Appreciation of the above was clearly 
reflected in the price movements of the 
Dollar Bonds, which declined to around 
53, while the Sterling 4s had, in the mean- 
time, risen to above 26. 

Now, however, the situation is quite 
different. 

1. The difficulties with Italy have been 
adjusted satisfactorily. 

2. Economic conditions 
turn for the better. 
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have taken a 
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a. The budget is balancing. 

b. The trade balance is active. 

c. The position of the Bank of Issue 
has improved most gratifyingly. 

d. While in 1919-20 receipts from State 
Railways were only 50 per cent of expendi- 
ture, they are now showing a profit. 

3. The service on the Montenegro five 
per cent Loan has been resumed, although 
there is still due interest for several years. 

4. The price of the Sterling 4s stands at 
about 45, giving a current yield of about 











1926 Analysis 





General Railway Signal Co. 


Manufactures and installs block signal systems for 
steam and electric railways; also train control 
and train stop apparatus of various descriptions. 


The Company’s customers include some of the 


8.9 per cent. : ; ; 
As was to be expected, the result of most important railway systems of the United 
|) the above was once again and is still being States and foreign countries. 
: reflected in the price - big praee Se. Net Profits after Federal Taxes for years ended 
Rhee Re ees Se eee oe December 31 are reported as follows: 
i Serene ter See ee $ 815,607 
With the finances of the country efh- 1925.......... 1.789.770 


ciently administered and the likelihood of 
the continuation of the present sound finan- 
cial policy inaugurated by the able Dr. 
Stojadinovich, one is justified in viewing 
the future of the Kingdom with optimism 
And while there are still certain things in 
the economic and political conditions of 
the country which to the foreign observer 
may appear as detrimental to the progres- 
sive development and prosperity of a 
healty political organism, the Kingdom’s 
resources and natural wealth afford a good 
basis for a speedy recovery from over 
fifteen years of warfare, which fact will 
Ea no doubt tend to transform whatever re- 
served attitude there still exists in the 
mind of the foreign capitalist and eco- 
nomist towards this ancient Kingdom of 
the Serbs, 


Present business is reported to be the largest in the 
Company’s history. 


Our 1926 analysis of the General Railway Signal 
Company is in course of preparation. 


Copies will be sent to investors and institutions 
upon request, as soon as ready for distribution. 





Merrill, Lynch & Company 


120 Broadway 11 East 43rd St. 


New York 


Milwaukee 





























Detroit Denver Los Ange’es 


Members of the New York, Chicago, Detroit and Cleveland Stock Exchanges 


Chicago 
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| Why 8% Means Aa 
| Much More Than 6% ~~. 


| $1,000 at 8% compound interest grows to $2,159 in 10 years or $369 more 
| than at 6%. If you invest $1,000 each -year at 8% compound interest 
you will have $15,645 in 10 years or $1,674 more than at 6%. So the 
difference of 2% is more than it seems at first glance. We recommend 


: Prorir O¢88!NS Bonps 


} now paying 7% interest and 1% Profit Sharing regularly with larger 
| returns possible. The 12 year record of this type of security proves 


SOUND SECURITIES~ 
} THAT YIELD | 
IW ASOVE THE AVERAGE 



























































that Profit Sharing Bonds pay high returns, year after year, malt me 
in good or bad times, with the bonds constantly growing a yer 
better. cule = and “ \ 
wt 65 
Investigate for vourself. Use the Coupon. cut aad w-? \ 
5 No Bond Issue Distributed by Us Has Ever <a -cvle* yavere +* \ 
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SPECIALIZE IN SOUND BONDS =e ete el E 
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BONDS 
Well Secured 


Yielding 6% to 6.70% 





We have prepared a di- 
versified list of investment 
bonds, 

utilities, 


selected from the 


industrials and 
| real estate groups. These 
bonds offer strong security 
and exceptional yields. 


Ask for List XL-107 


A. B. Leach & Co., Inc. 
62 Cedar St., New York 
105 S. LaSalle St., Chicago 


Boston Philadelphia 


Cleveland 























Patent Medicines 


Toilet A\rticles 
and 


similar trade-mark financing 


I have had a long and 
diversified experience with 
the public in the sale of 
patent medicines, toilet arti- 
cles and similar nationally 
advertised trade-marks. I 
have at various times con- 
ceived them, managed them, 
written the advertising for 
them; as employee, stock- 
| holder, and sole owner. 


I retired, but wish now 
to resume a mild activity. 
My connections heretofore 
have been profitable to those 
associated with me as well 
as to myself. In the last 
company in which I was 
financially interested, and 
for which I wrote the adver- 
tising and directed the pro- 
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motion, I sold my stock on 
the basis of a valuation of 
$5,000,000. The business 
had practically no value 
when I was first consulted. 


I offer this experience to 
financial houses which have 
or contemplate having a 
personal or promotional in- 
terest in such trade-marks. 
Consult me before you buy. 
Consult me in the important 
matter of keeping up sales. 
Consult me if what you 
have bought has not come 
up to expectations. I may 
be able to tell you where the 
fault lies and how to remedy 
it profitably. 


Address: Box H, care 


THE FINANCIAL WORLD 
53 Park Place, New York 


Temporary reference: 
The publisher of Tue FinanctaL Wortp 
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Commonwealth Power 
(Concluded from page 402) 














for greater economies this year, which 
should find reflection in further improve- 
ment in earnings. 

The combination 9f an increasing num- 
ber of customers and a greater consump- 
tion on the part of each customer calls 
insistently for additional facilities. The 
construction program of the Common- 
wealth Power Corporation over the last 
two years involved the expenditure of 
about $51,500,000. Part of this sum rep- 
resents the reinvestment of surplus earn- 
ings, but most of it is new capital contrib- 
uted by investors throughout the country, 
especially through operation of the Cus- 
tomer Ownership Plan in the regions 
where the improvements are being made. 


Financing by the parent company has 
been comparatively limited. Common- 
wealth Power has been a leader in the 
customer ownership movement and it and 
its subsidiaries are owned by over 57,000 
shareholders. The operating companies 
are financing a substantial proportion of 
their requirements through the sale of 
preferred stock to users of their service. 
This policy has been valuable in maintain- 
ing satisfactory public relations by ac- 
quainting a larger number of customers 
with the operations, earnings, and aims of 
their company, as well as being a source 
of new capital required for construction 
of added facilities. 

The outstanding securities at the start 
of 1926 consisted of $9,526,700 of 6 per 
cent gold bonds due 1947. These are a high 
grade investment but are selling at a price 
that is approximately equal to their call 
price. These are followed by the gen- 
eral lien and refunding 5s due in 1939, 
series A outstanding in the amount of 
$2,182,500. The general lien and refund- 
ing 6s of 1972 series B amount to $1,061,000. 
making a total funded debt of $12,770,200. 
Interest charges on the bonds have been 
earned by an ample margin. 

There are 366,298 shares of 6 per cent 
cumulative preferred stock of $100 par 
outstanding, on which, as was stated be- 
fore, dividends were earned 3.71 times in 
1925. Dividends have been paid since is- 
suance on this stock and considering that 
it is obtainable to yield better than 7 per 
cent it is worthy of consideration in mak- 
ing a selection for investment in the pres- 
ent state of the market. 

The common stock, of which there is 
1,088,300 shares outstanding, has paid divi- 
dends at increasing rates since May, 1924. 
This week the directors declared a divi- 
dend of fifty cents per share on the com- 
mon stock. This disbursement to com- 
mon stockholders is an increase of 25 per 
cent over previous quarterly dividend of 
forty cents per share. 

They also have declared a special divi- 
dend of one-fortieth of a share of common 
stock in respect to each share of common 





stock outstanding, such special distribution 
to be made on May 1, 1926, to common 
stockholders of record April 12, 1926. 
Stockholders, also received valuable sub- 
scription rights in 1925. 


In commenting upon the dividend action 
taken, President Hardy stated, “Dividend 
payment on the common stock for the 
previous quarterly period amounted to 
forty cents a share, or at the annual rate 
of $1.60 per share. During the last two 
years more than $50,000,000 have been ex- 
pended on the present properties of. the 
Commonwealth Power Corporation system 
for additions and improvements. The 
beneficial effect of these expenditures has 
become more evident upon earning power 
during recent months. After deduction of 
all fixed charges and provision for pre- 
ferred dividends and depreciation, earnings 
of Commonwealth Power Corporation and 
its subsidiaries for the quarter ending 
February 28 were $1,918,102.58, which 
compares with $1,251,508.88, for the cor- 
responding period of the preceding year. 
For the year ending February 28, 1926, 
earnings after all charges, including depre- 
ciation and preferred stock dividend, were 
$3,292,673.54—equivalent to $3.02 per share 
on the common stock. On this showing 
the directors felt that the stockholders 


were entitled to the distribution author- 
ized.” 


The earnings of Commonwealth and 
subsidiaries for the twelve months ended 
February 28, 1926, applicable to dividends 
and depreciation, amounted to $8,620,442, 
or $23.53 per share on the preferred stock 
and $5.90 per share on the 1,088,300 shares 
of common stock. -After provision for de- 
preciation earnings amounted to $14.98 per 
share on the preferred and $3.02 per share 
on the common, as compared with $12.23 
and $2.19 respectively for the same period 
last year, based on the same number of 
shares now outstanding. 


The earnings for the quarter ended 
February 28, 1926, applicable to the com- 
mon after all deductions was equal to 
$1.76 a share. As this period is ordinarily 
the best in the year, it is not to be ex- 
pected that earnings will maintain at this 
rate throughout the year, but it gives high 
promise when it is considered that the 
new rate of payment on the common was 
almost earned in a single quarter. 

The strong position of the common stock 
yielding about 6 per cent without giving 
consideration to the value of the stock dis- 
tribution amplifies the values in the pre- 
ferred stock yielding about 7.1 per cent at 
current market prices. In giving favorable 
recommendation at this time to the Pub- 
lic Utility preferred stocks, Common- 
wealth Power 6 per cent stock is sug- 
gested as having attractive possibilities. 
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His Faith Paid 
“I have very much faith in your finan- 
cial magazine and watch your movements 
all the time and as yet never went wrong 
on your advice.” A. M. 





“Tell your friends they need it” 
The Financial World 
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j The Greatest Regret of Most Subscribers 


} for THE FINANCIAL WORLD is that they did not become acquainted with it 
; sooner. It is one of the strange facts of life that most of us must make many 
\ costly blunders before finally getting on to the right path of intelligent invest- 
; ing. 

You can help to shorten the ‘period of costly investment education of 
; your friends by telling them how valuable you have found THE FINANCIAL 


| WORLD and Guenther’s Appraisals in making profitable investments and avoid- 
ing poor ones. 





It is hard to imagine a bigger favor that you could render your friends 
than to give them the opportunity of judging for themselves what a sound, un- 


Pe biased and independent investment publication can do for them in helping to 
4 avoid the costly mistakes. 

: It is well known that it is much harder for the average individual to in- 
a vest money safely and profitably than it is to earn it. That is why the invest- 
MN ment losses of poorly informed investors runs into several billion dollars each 
‘ year. 

Help Your Friends Help Themselves 
ie You need not urge any of your friends to subscribe although many of our 
La subscribers take pleasure in doing this in the confident knowledge that their 
Lg friends will always be grateful. All we suggest is that you make clear to every 
4 man and woman you know, who is at all interested in investments, that we 
re are glad to send a free acquaintance copy of THE FINANCIAL WORLD without 
| obligation of any kind. ; 
re The coupons below can be used by one of your friends either to subscribe 
4 or for a free sample. If you know more than one who wishes to receive a free 
i sample, tell them to simply make a request for same either in a letter or postal 
i to the address below. Or if you care to, send us the names of any friends to 
| whom you wish us to send a free sample. 


Remember the increasing growth of our subscription list makes possible an 
4 increasing degree of service for each of our subscribers. In other words, the 
more we all co-operate the more we all profit. 








3 THIS COUPON IS FOR YOUR FRIEND THIS COUPON ENTITLES YOUR FRIEND 
| WHO IS READY TO SUBSCRIBE TO A FREE SAMPLE COPY 
Qo focccc¢----------------7----------------=------ 
4 RSC HGS IK BON I MOON MON eae FS KGS GO eS MS 

\ ie The Financial World, fe Mail this Free Sample Copy Coupon Today 


53 Park Place, New York City. 


Enclosed find my check for $10.00 in full A 


The Financial World, 

payment of your Complete Investment Service en Sie, Moe See ax 
for one year, which includes THe FINANCIAL 
Wortp every week, Guenther’s Independent Ap- 
praisals every month, Free Privilege of confiden- 
tial advice and membership in Association of 
American Investors. 


Please send a free “acquaintance” copy 
of THE FINANCIAL Wor p to the address below 


er without obligation of any kind. 
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A Bond of 
Universal Appeal 


The well-selected Real Estate 
Mortgage Bond has a place on 
every investment list. It provides 
(1) diversification; (2) security 
comparable to Rail and Utility 
holdings and (3) a higher aver- 
age yield. 

Fred’k. Southack & Alwyn Ball, 
Jr., Inc. are specialists in Real 
Estate Securities. Since 1882 this 
Company and its predecessors have 
been in real estate business in 
New York. 

The knowledge of property values 
and property earning power, 
gained from years of real estate 
management, is additional assur- 
ance of the security of the issues 
offered by the Company. 

Circular FW-102 containing current 

offerings on request 


Fred’k Southack & 
Alwyn Ball, Jr., Inc. 
11 Broadway, New York City 




















FIRST MORTGAGES 
ON REAL ESTATE 


The oldest investment security known 
is the First Mortgage loan on Real 
Estate. The American Insurance 
Companies, the greatest investors in 
the world, annually increase the pro- 
portion of their holdings of Real 
Estate First Mortgages. Ask us for 
folder ‘‘News from the Northwest’’ and 
list “I” of current offerings. 


E. J. LANDER & CO. 


Investment Securities 
Grand Forks, N. D. Established 1883 


























Is the Great 
Bull Market 
Over ? 











A momentous question! 


Again, the answer will 
involve millions. 


Read the survey of the 
situation which has just 
gone all over the coun- 
try to the members of 
McNeel’s Financial 
Service. 
Several thousand copies 
have been reserved 


To investors who are 
in dou 


Aaaatararata' 


€ 
a 
FINANCIAL ‘SERVICE 
R.W. M¢ NEEL, DIRECTOR 


in Aristocracy of Successful Investors” 
120 BOYLSTON ST, BOSTON 


Send Free Bulletin SW-3-27 
































REAL \L ESTATE SECURITIES 4 


BY C.M.HARGER 


Kansas Farm Debt 


Ne 


N view of the widespread discussion of 
i conditions of the farm country, 

some concrete information as to the 
actual situation in one of the western states 
most affected by the depression in price 
levels for products is of interest. Most of 
the discussions deal with generalities and 
when participated in by the radical poli- 
ticians usually show such deplorable out- 
look as to discourage the investor in real 
estate loans and to give him a most lugu- 
brious prospect for the future. The census 
reports for Kansas on mortgage debt, the 
result of the inquiry taken during the past 
few months, makes a showing that is far 
from discouraging. It applies to farms 
operated by owners or part owners. Of 
these are 95,148 farms in the state and 
46.5 per cent are mortgaged. Five years 
ago 45 per cent were mortgaged, in- 
dicating far less increase than had 
been usually claimed. The mortgage debt 
of the 25,270 mortgaged farms was $130,- 
431,381, or 39.1 per cent of their value. 
The percentage in 1920 was 25.9, but it is 
to be remembered that then there was an 
inflated value on the farms, one-fourth 
greater than today. The mortgage debt has 
increased only $20,000,000 and while there 
were more farms in 1920 than now there 
are less farms carrying mortgages than 
in 1920. It is interesting to note that the 
countries vary greatly in the relation of 
debt to value, some being as high as 43 
per cent and one as low as 11 per cent. 
This means that the methods of farming 
followed have been responsible for the 
prosperity of the producers. Generally 
the western counties where land values 
have changed less and where they are 
still low have the smallest ‘debt. 


Farmers Not Suffering 


These conditions do not indicate that 
there is great suffering or that the demand 
of the leaders to have something done for 
them is based on the outcries of the pro- 
ducer. The reports of loan agents is that 
interest is being paid with great prompt- 
ness and that so far as the average loan 
is concerned it is being made with about 
the same conditions and rates as before 
the war. 
those of the pre-war period and income is 
on the whole larger. There are 2,000 less 
farms operated by owners, showing a 
larger tenantry and also larger acreage in 
farms. The small farmer has sold out and 
the large farmer has absorbed the land. 
In many of the counties there are less 
farms than thirty years ago. The town 


Land values are not far from 
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population has increased and the rural 
population decreased until the former is 
larger. Just now the outlook for the com- 
ing harvest in that state is notably fine, 
It has 11,500,000 acres of growing wheat, 
all in the best condition of years. The 
season is a month ahead of time, the fields 
are green and the plant» in marvelous con- 
dition. Plans are being made on a basis 
of nearly 200,000,000 bushels, provided 
everything is favorable until the harvest 
next July. That will give Kansas a won- 
derful start toward real prosperity and we 
shall hear little from that state about the 
farmer’s suffering. 


‘Land Bank Appraisals 


It is reported from Washington that the 
federal land bank is considering an im- 
provement in its appraisal methods which 
have been operated somewhat individually 
by the various banks. It is difficult to 
obtain regular and systematic estimates of 
land values and particularly in connection 
with the changing valuations that have 
come in recent years. It is reported that 
there will probably be organized an ap- 
praisal board with six or twelve members 
and a chief appraiser which shall have con- 
trol of appraisals for the farm land banks 
and joint stock land banks alike. These 
appraisers will by their uniform action 
and conferences be able to establish a basis 
for sound valuations in all parts of the 
nation. Unquestionably such action will 
greatly enhance the standing of the loans 
and give far less criticism as regards 
them, The land banks have, like the pri- 
vate loaning institutions, had better suc- 
cess the past year and have cleaned up 
much overdue interest. Foreclosures have 
not been heavy and such land as has been 
taken has shown moderate losses, offset 
by the earnings of the banks as a whole. 
In only two of the land districts has there 
been a ‘difficult situation. Iowa, of which 
we hear so much, has not been greatly in 
default and the loans as a whole have 
been well paid up. If the present year is 
a prosperous one there should be a stronger 
position for the land banks at its end than 
in a half decade. 


Insurance Companies 


As a result of the income return from 
this source over a period of years the in- 
surance companies are steadily increasing 
their holdings in real estate mortgages. 
An analysis just made of the investments 
of the legal reserve life insurance com- 
panies shows that they have grown in 
fourteen years from four billion to eleven 
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and a half billion dollars. Of this in 1911 
31.7 per cent was invested in real estate 
loans; in 1925 40.6 per cent was so in- 
vested, Loans on city property made by 
these companies have more than doubled 
in the past five years and are now over 
two billion dollars, covering homes, apart- 
ment buildings, hotels, business buildings 
and business properties. The insurance 
companies have not yet gone into the real 
estate bond field so extensively as into farm 
loans, but of course a material part of the 
investments made on city property has been 
on the serial bond plan and has in effect 
been similarly placed as the usual real 
estate bond. When it is remembered that 
the insurance companies are the most con- 
servative of investors their turning from 
the ordinary stock and bond market to the 
securities based on realty is significant. 
Indeed it is a question if we shall not 
eventually see practically all the real estate 
loans absorbed in three directions—the land 
banks, the insurance companies and the 
real estate bond houses. It is essential that 
there be maintained a field of inspectors 
and other machinery to write realty loans 
successfully and these institutions are be- 
coming the experts in that direction. 
Many of the trust companies and other 
loaning agencies are today simply the 
feeders for the insurance companies and 
are themselves agents for the larger con- 
cerns, 


Mortgage Bond Growth 


The growth of the real estate mortgage 
bond has opened a discussion of its prob- 
able effect on the straight mortgage field 
as applied to city property. The former 
days when no other form of making a 
loan was known saw all such loans made 


> with long term and no serial payments ar- 


ranged. Such a thing as dividing the bond 
into small units was practically unknown. 
A leading banker the other day declared 
that eventually all the realty loans will be 
made on the bond system, farm as well as 
urban. He said that it is after all the 
logical method and if administered with 
fidelity and under proper conditions ought 
to be as successful in rural loans as it has 
proved with city property. This seems far 
off but undoubtedly we shall see a con- 
tinued use made of the bond plan and the 
easy division into small units. Even if 
there shall come a slowing up of building, 
particularly of large apartment houses, 
hotels, etc., there is little indication of 
lessening of the volume of the real estate 
bond issue. This can be applied to so 
wide a range of structures that it ought 


* to be effective even in face of a lessening 


of the volume of such development as above. 
But the latter contingency is not yet in 
sight and apparently this year will see 
fully as large a building movement as last, 
which was a record. The rapidity with 
which the nation is growing calls for more 
construction and will do so steadily. Noth- 
ing but a most overwhelming disaster in 
our prosperity can stop it. Investors are 
believers in the security and the sale 1s 
Continuing with unabated activity. Cer- 
tainly, despite some gloomy forebodings, 
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there has thus far been a most remark- 
able record of sound development of this 
security and it seems likely to gain ground. 
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market as they are so often urged to do 
by the customer’s man employed by stock 
exchange houses. 

As the wreckage left by the present 
market re-action is more carefully viewed 
it reveals that the public has been less 
injured than have the so-called wise acres 
of the street. They let Wall Street have 
back the greater part of the overvalued 
securities—and ‘did it irrespective of the 
recurrent advices that the bull market is 
by no means over and that stocks yielding 
less than five per cent and some of them 
much less were still good buys for a fur- 
ther advance. 

If the speculative element of Wall Street 
thought that trees could grow to the skies 
the intelligent public realized there is a 
limitation to all growth. 

The time will come—and it may be quite 
near—when Wall Street will awake to the 
realization that it is dealing with a different 
public which will judge it from the char- 
acter of its financial literature and advice 
—and those firms which will devote them- 
selves to the discussions of values—will 
stand high in its favor. 

The business of buying and selling of 
securities is no different than any other 
business—its permanency and its substan- 
tial growth is predicated on the number of 
satisfied customers. They must increase 
in numbers, 

It can never be done on the old theory of 
day-to-day trading and frequently shifting 
customers in and out of stocks. How this 
process ends has been pointed out by 
Thomas Gibson in an analysis of the num- 
ber of trading customers left at a given 
time. He showed that more than seventy- 
five per cent lost their money because they 
could not make any profits out of trading 
in and out of the market. 

This Wall Street should also learn. 





One Good Turn 


“Through my recommendation, Mr. ——, 
this city, recently mailed you a money 
order for $10 covering a year’s subscrip- 
tion with complete financial service to 
THE FINANCIAL WORLD. 

“T loaned him a copy of a recent issue 
pointing out the valuable service features 
that were included with the subscription 
price and it has evidently appealed to him 
as a service well worth the money. 

“T have been a subscriber to THE FINAN- 
CIAL WorLp for over a year and in closely 
checking up your recommendations find 
that your forecastings are as accurate as 
it is possible to make them. 

“Tf you will send me a few cards like 
the one enclosed, I will endeavor to do 
a little more ‘broadcasting’ for you.” 

= <. Kk. 
“Tell your friends they need it” 











Railroad 
Stocks 


with 
PERPETUALLY 


GUARANTEED 
DIVIDENDS 


An Ideal 
Investment 


for 


Everyman 


Ask for Folder B-4 


Adams & Peck 


20 Exchange Place New York 
Telephone Bowling Green 5480 























New England’s 
Real 


Financial 
Medium 


















> NO INVESTOR 

EVER LOST A 
DOLLAR IN 
— es 


Many successful inves- 
tors “sweeten” their lists by 
placing 25% of their hold- 
ings in Miller First Mort- 
gage Real Estate Bonds, 
paying 7%. Miller Bonds 
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developed in the over-the-counter market 
after a rather auspicious start early in 
the week, when the leading groups showed 
contrary strength to the relapse that was 
suffered in recent weeks. The selling 
wave was not confined to any particular 
group, as losses were scattered over the. 
entire list. 

As in previous weak markets, utility 
common stocks suffered the greatest losses. 
Tampa Electric sold at the lowest levels 
for the year. United Gas Improvement, 
Electric Investors, American Light, Amer- 
ican Power, Middle West Utilities, North- 
ern States Power and Southeastern Power 
were soft. 

Quite a contrast is noted in the firm- 
ness of the preferred stocks of this group 
which have been given favorable recom- 
mendation in these columns. Good reports 
issuing from the companies have served 
to further strengthen the position of these 
shares. 

Few of the recent earnings statements 
have shown up so well as that of the 
Commonwealth Power Corporation and its 
subsidiaries, which with its increased pay- 
ments was strong. A more complete 
analysis of this situation is to be found 
elsewhere in this issue. 

Gross of the Northern Ohio Power 
Company and its subsidiaries for February 
was $1,035,294, against $926,962 in that 
month of 1925. Net income available for 
replacements, depreciation and corporate 
purposes was $77,318, against $62,266. For 
the twelve-month period gross was $11,- 
676,656, against $10,429,549, and net avail- 
able for replacements, depreciations and 
corporate purposes $922,935, against $227,- 
689 the year before. This stock had 
advanced to a level that was getting be- 


yond actual values and the recent reaction . 


has served to rectify this condition to a 
large extent. 

Power output figures made public by the 
Associated Gas and Electric Company for 
the four weeks ended March 12, were 
significant owing to the diversified char- 
acter of its holdings throughout the in- 
dustrialized Eastern portion of the United 
States and in Kentucky and Tennessee, to- 
gether with the large agricultural areas 
supplied by subsidiaries. 

The combined results of all associated 
properties show 59,470,366 kilowatt hours 
sold in the period stated, a gain of 11,941,- 
738 kilowatt hours, or 25.1 per cent, as 
compared with the same period of last 
year. This is a new high record for the 
companies in the associated system. 

Cities Service Company has called for 
redemption an additional $3,500,000 of 7 





a 
HARP declines on the Stock Ex- per cent convertible bonds, making a total , 
We Deal in : change acted as a contributing fac- of more than $7,000,000 of these high yield | 
a Bons eee ioe tor to the generally weak tone that bonds called within seven weeks. On Feb- 4 
BAKING CO. INDUSTRIAL ¢ 


ruary 3 the company called $3,600,000 of |— 
7 per cent debentures, series Band C. The ~ 
conversion of these bonds is part of a | 
comprehensive plan calling for rearrange- 
ments of its bond structure on a 6 per 
cent basis. In all, the company has re- 
deemed more than $30,431,000 in debentures 
that were formerly outstanding. 







Moderate offering of bank and trust 
company shares placed this group in a 
somewhat weaker position. The greatest 
declines were confined chiefly to the high- 
priced shares. 







A few strong spots stood out in bold 
relief. One of these was Bankers Trust 
Company shares, which recovered to the 
600 level. Another strong spot this 
group was Seaboard National. 






in 





A feature of the bank share market was 
dealings in Chase National Bank stock ex- 
rights at $440 a share, compared with $607 
a share, the price the stock commanded 
while it still carried the rights. The new 
price for Chase is on a parity with the 
quotation for Mechanics & Metals Na- 
tional shares. 











Insurance stocks were extremely spotty § 
and the volume of business was much 7 
smaller than that of last week. 

Aetna Life Insurance, the center of sell- 
ing during the last few weeks, rebounded 
to around 900 for a gain of about 50 points 
and Travellers recovered 30 points or so 
of its loss. 

















Among industrials American Arch, 
Columbia Phonograph, White Sewing Ma- @ 
chine, Woodward Iron, General Fireprooi- 
ing, Niles-Bement-Pond, National Casket, 
United Milk Products and International 
Silver were lower. 


















In sympathy with stocks on the “big 
board,” almost all shares listed or dealt 
in on the Curb market declined sharply. 


Many of the Standard Oils reflected the 
announcement that the mergers of several 
of the larger companies was to be investi- © 
gated by seeking lower levels. Standard | 
Oil of Nebraska was the feature, going 
against the market to a new top for the 
year in anticipation of the stock dividend. 


Standard Oil of New York was under 
pressure, although at its present level it 
still shows a margin over the position of 
General Petroleum on a merger basis. § 
Tide Water Associated was not especially 7 
influenced by the Governmnt investigation 
of mergers, but yielded fractionally with 
the rest. 

Renewed liquidation and bear pressure 
in General Baking forced the stock to 4 
new low and Sears Roebuck new stock de- 
clined to a new low in sympathy with the 
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weakness in the old shares on the big 
board. 

Directors of Canada Dry Ginger Ale, 
Inc., declared a stock dividend of 5 per 
cent and increased the annual dividend rate 
on the capital stock from $1 to $2 a 
share. The new quarterly dividend of 50 
cents a share is payable April 15 to stock 
of record April 1 and the stock ‘dividend 
is payable in quarterly installments 
throughout the year. The stock made a 
new top price. 

Radio stocks continued to display a 
strong undertone on the theory that con- 
ditions were gradually improving. It ap- 
pears rather premature at this time to 
erant that the corner has been definitely 
turned. There will likely be several cas- 
ualties before the process of strengthen- 
ing the industry has been completed. Fresh- 
man assumes the position of the “Ford” 
of the industry and has displayed unusual 
strength in the shares. 

As an aftermath of the coal strike the 
report of net income of the Lehigh Valley 
Coal Company declined last year to $643,- 
119, equal to 53 cents a share on the 1,212,- 
160 certificates of interest outstanding. 

This compares with earnings of $3,301,- 
071, or $2.73 a share, in 1924. Mining 
operations were suspended in the last four 
months of last year. 

Reports of Globe Automatic Sprinkler 
Company of the United States and sub- 
sidiaries for the year ended December 31, 
1925, shows net profits of $208,094.48 after 
depreciation, amortization of patents and 
license contracts, etc., and Federal taxes, 
which compares with net profit of $188,- 
279.44 on the same basis for 1924. After 
deducting subsidiary company preferred 
dividends the balance for 1925 was equal 
to $4.36 a share on the 39,956 class A 
shares outstanding, against $4.01 a share 
the previous year. 
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American States Situation 

The audit of the books of American 
States Securities Company, which was ex- 
pected to be completed this week, has not 
been issued up to press time of this issue. 
Assurance is given from the company that 
it will prove satisfactory, and it will be 
covered in an early issue. 
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Brooklyn City Road’s Net 

The Brooklyn City Railroad Company 
reports a net corporate profit for Febru- 
ary of $78,059, a decrease of $39,666 un- 
der that for February, 1925. For the 
eight months ending Feb. 28, 1926, the 
net corporate profit was $930,680, a de- 
crease of $6,152 under that for the cor- 
responding period in the previous year. 

Passenger revenue for February, 1926, 
was $834,180, against $859,815 for the 
same month in 1925. Other revenue for 
February this year was $23,799; in 1925 
it was $33,050. Operating expenses, taxes 
and income deductions for February, 
1926, were $779,920; for the same month 
last year they were $755,140. Other in- 
come for the six months ending Feb. 28, 
1926, was $258,151; for the same period 
a year before it was $264,739. Expenses, 
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75 Montgomery Street 
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Jersey City, N. J. 


Notice is hereby given that the Annual Meeting of the Preferred 
and Common Stockholders of THE AMERICAN ToBacco COMPANY 
and an election for Directors thereof, will be held at the office of 
the Company at No. 75 Montgomery Street, Jersey City, N. J., at 
eleven o’clock in the forenoon of Wednesday, April 7, 1926. 


The Preferred and Common Stock transfer books were closed at 
three o’clock P. M., on March 10, 1926, and will be re-opened at ten 


o’clock A. M., April 8, 1926, 


Cuar.LeEs F. NEILEY, Secretary. 











DIVIDEND NOTICE 


Gross Operating Revenue 
Net Income 


PACIFIC GAS AND ELECTRIC CO. 


COMMON STOCK DIVIDEND NO. 41 


A regular quarterly dividend of $2.00 per share upon the common capital 


stock of this company will be paid on April 15, 1926, to shareholders of 
record at the close of business March 31, 1926. 


Summarized Earnings Statement 


z 











Balance 


Bond Interest and Discount ............. 








Reserve for Depreciation 


Dividends Paid: 


Balance. 


Surplus for Veer 


On Preferred Stock == 
On Common Stock (8%) ............... 


Year 1925 Increase 

anne $47,729,079 $3,277,493 
$19,168,185 $2,436,598 
------------ 7,508,838 863,016 
$11,659,347 $1,573,582 

igor 3,807,990 750,574 
anil $ 7,851,357 $ 823,008 
aiianaiatid $ 3,265,434 $ 20,824 
races 3,624,337 $ 584,215 
$ 961,586 $ 217,969 














San Francisco, California 





Listed on New York, San Francisco and other Stock Exchanges 
A. F Hockenseamer, Vice-President and Treasurer 

















THE UNITED LIGHT 
AND POWER COMPANY 


Illinois Merchants Bank Bldg., 
Chicago, IIl. 


The Board of Directors of The United Light 
and Power Company, on March 10, 1926, de- 
clared the following dividends on the stocks of 
the Company: 


A quarterly dividend of $1.63 per share on 
Class ‘‘A’’ Preferred Stock, payable April 1, 1926, 
to stockholders of record March 15, 1926. 


A quarterly dividend of $1.00 per share on 
Class “‘B”’ Preferred Stock, payable April 1, 1926, 
to stockholders of record on March 15, 1926 

A dividend of 60c. per share, payable in cash 
on May 1, 1926. to all holders of the old Class 
‘*A’’ and Class ‘‘B’? Common Stock of record on 
April 15, 1926. ad 


A dividend of 12c. per share, payable in cash 
on May 1, 1926, to all holders of the new Class 
‘A”’ and Class ‘‘B’’ Common Stock of record on 
April 15, 1926 

A stock dividend of 1/40th of one share of the 
new Class ‘‘A’’ Common Stock per share of new 
Class ‘‘A’’ and Class ‘“‘B’’ Common Stock out- 
standing, payable on May 1, 1926, to stock- 
holders of record on April 15, 1926. Holders of 
the o'd Class ‘‘A’”’ and Class ‘“‘B’? Common Stocks 
of record April 15, 1926, will be entitled to a 
stock dividend of 5/40ths of one share of the 
new Class ‘‘A’’ Common Stock per share of old 
Class ‘A’ and old Class ‘B’’ Common Stock 


oucstanding, 
L. H. HEINKE, Treasurer 
Chicago, March 10, 1926. 





OTIS ELEVATOR COMPANY 

26th St. and llth Ave., N. Y. C. 
March 15, 1926. 

A quarterly dividend of $1.50 per share on 

the Preferred Stock, and a dividend of $1.50 

per share on the Common Stock will be paid 

April 15, 1926, to stockholders of record at 

the close of business on March 31, 1926. 

Checks will be mailed. 

R. H. PEPPER, Treasurer. 





taxes and income deductions for the 
period were $6,814,046; for the period a 
year previous they were $6,813,408. 


SGUTHERN PACIFIC COMPANY 
NOTICE OF MEETING 
165 Broadway, New York, N. Y., Jan. 2, 1926. 

The Annual Meeting of the Stockholders of 
the Southern Pacific Company will be held at 
the office of this Company in Anchorage, Jef- 
ferson County, Kentucky, on Wednesday, April 
4%, 1926, at 12 o’clock noon, standard time, for 
the following purposes, viz.: 

1. To elect fifteen Directors. 

2. To transact all such other business as 
may legally come before the meeting, includ- 
ing the approval and ratification of all action 
of the Board of Directors and of the Execu- 
tive Committee since the last annual meeting 
of the Stockholders of this Company. 

For the purposes of the meting, the books 
for the transfer of stock will be closed at 3 
o’clock P. M., Monday, March 22, 1926, and 
will be reopened at 10 o’clock A. M., Thursday, 
April 8, 1926. 

By order of the Board of Directors. 
HUGH NEILL, Secretary. 





“THE PACIFIC TELEPHONE AND TELE- 
GRAPH COMPANY 
Notice of Dividend on Preferred Stock 
The regular quarterly dividend of One Dol- 
lar and Fifty Cents ($1.50) per share on the 
Preferred Stock of this Company will be 
paid on Thursday, April 15, 1926, to stock- 
holders of record at the close of business on 
Wednesday, March 31, 1926. 
T. V. HALSEY, 
San Francisco, March 4, 1926.” 


Secretary. 





“THE PACIFIC TELEPHONE 
GRAPH COMPANY 
Notice of Dividend on Common Stock 

A dividend of One Dollar and Seventy Five 

Cents ($1.75) per share on the Common Stock 

of this Company will be paid on Wednesday, 

March 31, 1926, to stockholders of record at 

the close of business on Saturday, March 20, 
1926. 


AND TELE- 


T. V. HALSEY, Secretary. 
San Francisco, March 4, 1926.’ 





Houston Gas and Fuel Company 
Houston, Texas, March 17, 1926. 


The regular quarterly dividend of one and 
three-quarters per cent (1%%) on the Pre- 
ferred stock of this Company has been de- 
clared payable March 31, 1926, to stockholders 
of record March 17, 1926. 

J. A. McKENNA, Secretary. 
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a? ae oo ee 5 * P Mex. Fuel 17 18 Vacuum Oil 98% 98% 
153% 133% Union Pacific ...... 145% 14-41% ee eens eee : : os a 
108% 92% U. S. Rub. 8% pf... 105% 108% Prairie Oil & Gas 53 5314 Wash. Oil ...... on 
139% 112% U.S. Steel ......... 124% 121% Solar Refin. ....191 194 
73% 553% Wabash A pf, ...... 71% 70% é 
84 66% Westinghouse Mfg... 70 3 68% 
; Car Loadings Ratio of Reserves 
Foreign Exchange Loading of revenue freight for the With all percentages computed on 
week ended March 13 totaled 967,411 the basis introduced by the Reserve 
1926 cars. This was an increase of 41,- Board on March 13, 1921, the high- 
Mar.24 Year Ago 292 cars compared with the corre- est and lowest reserve percentages 
BtSrliA® oecsnnse $4.85% $4.78 % sponding week last year and 50,649 of the Federal Reserve system com- 
| Fr. Franc 3.4914 5.25 cars over the corresponding — pare as follows: 
} ° c > eeenee . 14 4 . 9 . ¢C " Hi 
Lira ....+.+.ee 4.02% 4.07% ego i: oon on ele of 2,730 1086: S255 75.6 Mar 17 70.2 — 6 
Belgian Fr. .... 4.00% 5.10% cars, increases being reported in the | Sere 78.8 Jan. 21 66.1 Dec. 23 
Holland : 40.06 39.87 total loading of all commodities ex- 1924 ...... 83.7 Jan. 21 70.5 Dec, 24 
| | Austria ......... 14.125 14.125 npn ol cgscatongg yl agaaa an ot Be a ee 
Denmark ...... 26.22 18.22 Loadings for the week ended March tT) 76.1 Dec. 17 46.4 Jan. 7 
Germany ...... 23.81 23.80 13 make the following comparison The reserve percentages of the New 
ts tua te teeeee Fe Star with weeks of this and preceding Eeex Reserve Bank compares as fol- 
DOIN wccccvvves US? . years: OwWSs: Hi h Low 
Sweden ........ 26.81 26.94 . 1926. 1925. 1924. MOER sneak 86.7 ian 27 75.1 Feb. 24 
Switzerland .... 19.24% 19.28% Mar. 13...... 967,411 924,149 916,953 Tr ee 85.5 July 29 69.6 Feb. 25 
Brazil .......+4. 14.37 11.12 Mar. 6......< 964,681 932,044 929,381 WOER: cacwse 91.5 May 21 70.8 Oct. 10 
Chile .......... 12.07 11.22 a ent eee 912,658 964,096 944,514 C2 ee 87.6 Jan. 25 75.0 Jan. 3 
Canadian Dollar. 99.68 99.93 Feb. 20...... 931,743 925,886 845,690 Teer 89.6 Jan. 25 79.3 Jan. 4 
DOD, BSsvsccs 917,144 902,877 906,489 | ee 84.1 Sep. 21 86.5 Feb. 4 
Crude Oil Production Commodity Prices = 
(iieres — Gees Money Rates FOODSTUFFS— 1926. 1925. 
s é Wheat, No. 2 red ..$1.84% $1.94% 
| 1926 1925 [RM Sct sh oho xe eae 51% % Corn (new) No. 2 yel. .87 1.32% 
March 20 March 21 Ti L 454-43; 9% Rye, No. 2 white .. .96% 1.37 
Oklahoma ....... 451,350 444,900 eee Poe eee eee nee 18 -% "fe “/o Oats, No. 2 white .. .49 56 
PNR fo Sct eis 102,850 84,550 Commercial Paper ........ 4144-4144% Fl. std. Spg. pat8.20@8.60 9.20 
No. Texas ....... 83,250 89,850 Satieeet Baten ......... 4% Coffee, No. 7 Rio ... .17% 21 
East Cent. Tex. .. 58,950 161,100 4 . Sugar, granulated .. .05 .0620 
West Cent. Tex. . 78,000 54,350 ENED REMPOROREE -,.-.>. 4% METALS— 

Southwest Tex. .. 40,100 48,700 Bar Silver, London ........ 305d Iron, 2X Phila ....23.50 25.50 
No. Louisiana ... 48,700 50,350 Si N York ...... 65%e Steel billets, Pitts. ..35.00 40.00 
Bar Silver, New k 
AGKRNBAS  o.cks>s 165,100 118,000 PO. Naseem waa as oem 8.45 8.90 
Gulf Coast ....... 94,450 101,050 : Pe er or 13.85 14.10 
Eastern ......... 97,500 99,500 London Market Zinc, E. St. L. del... 7.30 7.40 
Wyoming ....... 73,050 80,150 a , Y See ae 64.75 53.75 

Montana ........- 17,450 7,600 seraagsrdianp engigaiagciadinndagivia awl TEX TILES— 
Colorado ........ 7,250 2,100 cent, short bills % lower at 4% @4% Cotton, mid. upland.19.05 25.65 
New Mexico ..... 3,950 500 per cent, three months’ bills #; lower PTIMCCIOEDS n.ccccssue 05 5% .06% 
lilo. | ea 607,000 602,000 Silk, Japan No. 1 .. 6.26 6.20 
at 4% per cent. MISCELLANEOUS— 
oT’ ere sees 1,928,950 1,944,700 Mubber, SPEt .....20. 60% 43% 
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DIVIDENDS DECLARED 


Pe- 
Company Rate riod able 
Ab’ham & Straus pf$1.75 Q May 
All Amer Cables ...$1.75 Q Apr 


Am Bd & Mort pf... 1% Q Apr 
Am Brown Bov El 5vc In Apr: 
Am Elec Pr pf....$1.75 Q May 
DO PE ccsccevves $1.75 Q Aug 
Amer Ice CoO ......- $2.00 Q Apr 
Do OF icciss% sacs 1% Q Apr 
Amer Shipbldg .... 2 Q May 
Do DE sccacesiccses 1% Q May 
Anaconda C Mining 75 Q May : 
Atiantic Coast L pr 2% S May 
Atlas Power pf....$1.50 Q May 
Austin Nichols pf.. 1% @Q May 
Bkiyn Trust Co .... 6 @ Apr 
Lliss (2 W) Co. 25c Q Apr 
Do ist PE. scses 1 @ Apr 
Do 2d pf A ....e. 38744ec Q Apr 
Do 2d pr B..+..- lbc Q Apr 
Bow Bilt Htls lst pf 1% Q Apr 
Can Cotters Ltd ... 2 Q Apr 
Do: WE cccasesiens 1% Q Apr 
Can Dry G A (Del) 50c Q Apr 
DDO). ws 064s a wees 1% Stk Apr 
rors ter 1% Stk Jul 
OS. 4 cs eek ewes 1% Stk Oct 
T° aikelemelea we - 1% StkiJan 
Cent Aguirre Sug ..$1.50 Q Apr 
Chicago Pneu Tool.$1.25 Q Apr 
Cities Service Co. . % M May 
Do (8tE)  .ccccc %M May 
DG BE, sak aseies %M May 
Do pF BB. .sncsces lM May 
Coast Valleys Gas & 
ied wE A ssesco 136 <Q Apr 
Do pl B sccseces 1% Q Apr 
Comwealth Pr .... 50c Q May 
Do (sh in c s8).. 1-40 Spl May 
ES epee ee Sa nacetece $1.50 Q May 
Credit Alliance A.. 50c Apr 
a0 ME 6056s saews 1% Apr 
Cudahy Packing .... 1% Apr 
Do 7% pt ..weee 3% May 
Do 6% pf ....+.- 3 May 
Equitable Of Bldg.$1.25 Apr 
DO DE siicucsecs 2% Apr 
Fidelity Inter Trust 


& Coal & Ir Bk. 2% Mar 
Franklin Tr (Phila) 7 Apr 
Garfield Natl. Bk .. 3 Mar 
Gen Fireproofing 30c Apr 

DM sox cawenee nee 45¢c Apr 


Industrial Accept- 


ance Cp. Ist pf..$1.55 Apr 
De. 2a BE snes 2 Apr 
Inter EAATV. scons $1.50 Apr 


Kawnee Co (In) 
Lawyers Mtges .... 3% 
Lion Oil Ref 
Lloyd's First 
Louis & Nash 


Apr 
Apr 
Apr 
Apr 
Aug 


Mtge 3 
RR 3 


MacAndrews & Fbs. 65c Apr 
ED ME ba cowceews < 1% Apr 
McCord Radiator A 7idc Apr 
Magma Copper .... 75c Apr 
Man-Max Moore ... 1% Apr 
Midland ValR R.. 2% Apr 
Mort Bd Co (NY).. 2 Mar 
N Csh Reg A (In) T75c Apr 
National Casket $1.50 May 
20: ME kcetaw is. cae.o.s $1.75 Mar ¢ 
Newton Steel ...... 50c Mar 
20 SE sseeese ses 1% Mar 
Nor & West pf .. $1 May 
Onondaga Silk pf .. 52 Apr 
Otis Elevator ...... $1.50 Apr 
Se $1.50 Apr 
Packard Motor Car. 50c Apr 
Penn Salt Mfg ... 2% Apr 
Rae: TEs sosessienss $1 May 
Bee! BOR pikiesie bine eis 3% May 


Do pf eee Te ee 2% 
Sav’nah El & Pr pf $3 
Do deb ist pf A.. $2 
Do deb Ist pf B$1.87% 
safety Cable 2... $1.00 
S'eastern P & L pf$1.75 


May 
Apr 
Apr 
Apr 
Apr 
Apr 


ceboceuluton: QC2©©LOupO uLQOLQOOUOOOLOLO PeOouO OO%LLOE 


Sha’n Stl Hoop pf 2 Apr 
Smith (H) P Co pf. 2 Apr 
Smith (LC) & , 

Corona Type 50c Apr 


ROS: MO Soseene area 11-6 BM Apr 





Sthw Pr & Lt pf..$1.75 Q Apr 
Texon Oil & Land.. 56 Q Apr 
BNO ide rte wig ial aiaeie 15 Ex Apr 
Westchester Trust . 2% Q Mar 
Whitman (William) 
Co Ine: of 6.6006 1% Q Apr 
W Kootenay P&L pf 1% Q Apr 
$1927. 


0). 
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An Accurate Guide 

“I have enjoyed the advantage of THE 
FINANCIAL Wortp for some five years, 
and find it a market compass that invari- 
ably points direct to the financial pole of 


success, 


Pay- Hadrs. of 


Record 


Apr 
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Mar 
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Apr 
Apr 
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Mar 
Mar 
Mar 
Mar 
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Mar 
Mar 
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Apr 
Apr 
Apr 
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Mar 
Mar 
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Mar 
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Apr 
Apr 
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Mar 
Mar 
Mar 
Apr 


Mar 
Mar 
Mar 
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Mar 
Mar 


15 
31 
20 
10 

5 
22 
14 


I would be very happy to have my sub- 
scription price doubled and receive THE 


FINANCIAL Wor_p twice a week. 


” 


F. B. E. 
“Tell your friends they need it.” 











To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
periodicals and special letters pertaining to investment and other 


timely subjects which we believe are of interest and benefit to our 
subscribers, 


Upon request and without obligation, any of those listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CURRENT LiTeRATURE DEPARTMENT, 
Tue FinanciaL Wortp, 53 Park Place, New York, N. Y. 


Wabash Railway—“The Review of the Week” which is issued by a 
New York Stock Exchange firm, contains a special analysis ot 
above railway. Copy upon request. 


A Permanent Investment Policy—At times when investments in gen- 
eral sell at favorable prices it is only necessary to know what to 
buy. In other periods the soundest securities sell far too high for 
conservative investment. This booklet, “A Permanent Investment 
Policy” explains a plan of what to buy and when, 


“Rules for Safe Investment”—Knowledge gained over a long period 
of years makes it possible to determine whether a given spot in a 
city will have a growth in property value which will be steadily 
increasing. This is only one of the important factors of safety of 
Real Estate Bonds which are explained in this booklet published 
by a well-known Bond and Mortgage Company. 


“Shares in America”—A booklet of 20 pages well written and explain- 
ing in a understandable manner the method of obtaining a wide 
diversity of investment holdings in 24 standard dividend-paying 
railroads, public utilities, industrials and standard oil stocks. 


Investigated Bonds—A leaflet entitled “First Mortgage Bonds” de- 
scribes in an understandable manner the safety of investigated 
bonds. It also sets forth in non-technical verbiage, the main dis- 
tinction between stocks and bonds. 


“Creating Good Investments’—One of the foremost real. estate mort- 
gage bond houses just issued a 24-page booklet which describes 
the eight standardized safeguards which they employ before mak- 
ing a loan. This booklet is beautifully illustrated with photo- 
graphs of buildings financed, where located, value of property, 
amount of bond issue and other valuable information. 


The Formula for Wealth—This booklet contains 12 pages of sound 
advice and is well worth reading. It illustrates in a plain and 
understandable way how wealth and independence can be attained 
by following Jim Forbes’ plan. 


Florida Real Estate Bonds—One of the progressive companies of the 
South has issued an interesting booklet describing the opportuni- 
ties for investment and the reasons why the maximum rate of in- 
terest is still obtainable, 


Attractive Bonds and Stocks—A well known firm has ready for dis- 
tribution a folder suggesting a_ diversity of attractive bonds and 
preferred stocks yielding from 5.15 per cent to 7.48 per cent. 


“Diversification and Vigilance”—An interesting discussion of this sub- 
ject, profitable to any investor, showing the methods employed by 
large institutions and their investment problems, has been prepared 
for distribution by a large investment banking house. 


Tri-Weekly Stock Letter—This letter, which is issued by a well-known 
New York Stock Exchange house, contains short, concise opinions 
of possible future movements in active listed stocks. 


New Haven Railroad—A twenty-page analysis and history of the New 
York, New Haven and Hartford Railroad is now available. 


What Every Security Holder Should Have—A New York Stock Ex- 
change house has issued a “Customer’s Securities Record Book 
which is well worth sending for. 


“Making Profits in Securities’—An interesting booklet of forty pages 
and of special interest to those buying listed securities. 


Preferred Stocks of Electric Light & Power Companies—A New York 
Stock Exchange House has ready for distribution a special list 
containing a number of carefully selected issues of this group. 
Yields range from 6.20 per cent to 7.25 per cent. 




















New Issue 


$46,000,000 


TIDE WATER ASSOCIATED OIL COMPANY 


Convertible 6°, Cumulative Preferred Stock 


Preferred as to both Assets and Dividends 
Dividends exempt from present normal Federal income tax 


Dividends payable January 1, April 1, July 1 and October 1 


Redeemable in whole or in part at the option of the Company at $105 per share and accrued dividends 


CAPITALIZATION 


The Company has no mortgage or funded debt. Its approximate capitalization based on the acquisition by the New Company of 80% of 


ape Oil Company stock and 75% of Tide Water Oil Company common stock, and including common stock sold or to be sold for cash, 
is as follows: 


, Authorized Outstanding* 
Convertible 6% Cumulative Preferred Stock (Par $100) 1,500,000 shares 610,777 shares 
Common Stock (no par value) 10,000,000 shares 4,469,577 shares 


*The outstanding shares would be further increased through the exchange of stock of Associated Oil Company held by the depositaries and 
now in process of exchange under the offers. 








There are now outstanding $22,547,000 12-Year 6% Notes of the Associated Oil Company and about $20,683,400 5% Convertible Pre- 
ferred Stock of the Tide Water Oil Company, and in addition approximately $1,564,000 miscellaneous purchase money obligations of the 


latter Company. Sufficient Preferred Stock of the New Company has been authorized to provide for the retirement of the said outstanding 
Notes and Preferred Stock of both controlled companies. 


For information regarding Tide Water Associated Oil Company and its Convertible 6% Cumulative pwiget Stock, we refer to the 
letter dated March 22, 1926 (copies of which should be obtained from the undersigned), from Mr. Axtell J. Byles, President, some of the 
items of which he has briefly summarized as follows: 


BUSINESS: The Company has acquired or is acquiring under offerings previously made approximately 80% of the outstanding stock of 
the Associated Oil Company and approximately 75% of the outstanding Common Stock of the Tide Water Oil Company. In addition, 
the depositaries have on hand Associated Oil Company stock in process of exchange under the offers, which should increase such per- 


cna substantially above 80%. Through these controlled companies it constitutes one of the best balanced units in the petroleum 
industry. 


CONTROLLED COMPANIES: Associated Oil Company, organized in 1901, is one of the leading producing, purchasing, refining and 
marketing companies on the Pacific Coast; its products are also sold throughout the Orient and in South America. 
Tide Water Oil Company, incorporated in 1888, together with its subsidiaries, comprises a complete unit owning producing properties 
in the Mid-Continent and Eastern fields, trunk pipe lines extending to the Atlantic Seaboard, refineries and distribution facilities. Its 
“Tydol” gasoline is sold extensively on the Atlantic Seaboard and ‘‘Veedol” lubricating oils are distributed nationally and internationally. 


NET EARNINGS of controlled companies, including their subsidiaries and affiliated companies, after depreciation, depletion, etc., available 


for dividends on their respective common stocks, after making certain adjustments arising in connection with properties and interests in 
certain properties acquired as of January 1, 1926, were as follows: 


1925 $17,698,094 1924 $10,986,086 1923 $9,237,326 1922 $9,593,092 : 
The proportion of the above net earnings for the year 1925 applicable to the foregoing percentages of holdings in stocks of the controlled 
companies was equal to 3.78 times the annual dividend requirements on the Convertible 6% Prefered Stock to be presently outstanding. 


The Operations of the controlled companies combined have resulted in a profit in every year since organization, 





ASSETS: Based on a valuation of $58.50 per share for the Capital Stock of Associated Oil Company and on the book value as of December 
31, 1925 (approximately $37 per share) for the Common Stock of Tide Water Oil Company, both of which are of conservative bases, 


the proportion of the total net assets applicable to the above percentages of holdings in the controlled companies, is equal to over $270 
per share on the new Preferred Stock. 


FINANCIAL CONDITION: The balance sheets of controlled companies reflect a sound financial condition, the combined statement, as of 


December 31, 1925, showing a ratio of current assets to current liabilities of 4.58 to 1 and a net working capital position of over 
$58,000,000. 


DIVIDEND RECORD: The Associated Oil Company is paying dividends on its Capital Stock, of $2 per share per annum (8%). Dividends 
have been paid continuously since 1913. 


Tide Water Oil Company is paying dividends on both classes of its stock, the current payment on the Common. Stock being at the an- 
nual rate of $1.50 per share, Dividends have been paid continuously on the Common Stock commencing with 1903 to date, except for year. 
It is the intention to inaugurate dividends on the Common Stock of the New Company at the annual rate of $1.20 per share. 


CONVERSION PRIVILEGE: The Preferred Stock is convertible at any time on or before July 1, 1936, at the option of the owner into 
the Company’s Common Stock at $50 per share; that is, each share of Preferred Stock is to be exchangeable at the holder’s option for two 


shares of Common Stock. The charter provides for the protection of the conversion price in the event of a stock dividend or under certain 
other conditions specified in the charter. 


PROPERTIES: Over $100,000,000 has been expended by the controlled companies and their subsidiaries and affiliated companies for property 
and development during the years 1920-1925. Total lands owned, leased, or holdings of interests in leases aggregate about 682,000 acres, 
from which net production in 1925 was 21,336,982 barrels coming from about 8,400 wells; transportation facilities include pipe lines with 
181,500 barrels daily capacity, a tanker fleet with 975,955 barrels carrying capacity; and 1,712 tank cars; the companies’ own refineries 
and topping plants having a daily capacity of 128,000 barrels and 349 marketing stations. 

‘ = is expected that application will be made to list the Preferred and Common Stock of the New Company on the New York Stock 

xchange. 


All offerings are made “when, as and if” issued and received by us and subject to approval of proceedings by counsel. Interim Receipts 
or Temporary Certificates deliverable in the first instance. The dividend on the Preferred Stock accrues from April 1, 1926. 
The legal proceedings in connection with this issue are being passed upon by Messrs. Cravath, Henderson & de Gersdorff. 


A copy of the provisions governing the rights and preferences of the Preferred Stock will be furnished upon request as soon as available, 
and reference thereto is made for all details. 


Price $97'/2 per share 


Blair & Co., Inc. 


Brown Brothers & Co. 3 Hayden, Stone & Co. 
Blyth, Witter & Co. Mitchell, Hutchins & Co. 


INCORPORATED 
Anglo London Paris Co. 
San Francisco 


The statements presented above, while not guaranteed, are obtained from sources which we believe to be reliable. 
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